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Foreword

Systems of higher education are at the forefront of mecting the challenges of a
global cconomy, and the increasingly difficult task of social and political
integration in complex industrial socictics. Meeting these challenges is more
difficult, if more interesting, when combined in federal countries with complex
divisions of responsibility for the many facets of higher education.

In order to explore and discuss these themes, the Institute of Intergovernmen-
tal Relations at Queen's University in Kingston, Ontario, Canada hosted an
international colloguium on Higher Education in Federal Systems on 8-10 May
1991. Colloquium participants came from seven federal systems: Australia,
Canada, Belgium, the European Community, Germany, Switzerland and the
United States. Includea among them were university administrators, academic
specialists in higher education and federal systems, and both elected and
appointed government officials.

This volume, published in both English and French, provides the proceedings
of this unique and valuable gathering. It presents a concise digest of the
extensive discussions on the conference themes: organization, management and
planning; financing; student mobility; and rescarch planning and financing.
There are also specially commissioned papers on the federal context for higher
education, and on the seven federal systems and their impact on higher educa-
tion. The essence of the conference is distilled in the final section, the
Rapporteur’s Report, where it is concluded that higher education in federal
systems defies simplification, but demonstrates over and over again the re-
sourcefulness, experimentation, and strengih in diversity that lies within federal
systems.

The idea for this colloquium emerged from discussions among the sponsors
of the project: the Institute of Intergovernmental Relations at Queen’s Univer-
sity, the Ecole nationale d’administration publique, the Research and Informa-
tion on Education Dircctorate of the Department of the Sccretary of State,
Canada and the Council of Ministers of Education, Canada. The sponsors



Q

E

PAFullToxt Provided by ERIC

RIC

Foreword

represent two leading institutions of higher education in Canada, each from one
of the two official language communitied and the two chief governmental
bodies charged with the coordination and exercise of Canada-wide higher

education policy. Indeed the £olloquium provided a rare opportunity for the

federal government in Canada and the provinces to collaborate on a joint

project. Their participation contributed to the success of the colloquium and to

ensuring that the program was sensitive to the practical and pressing policy

questions concerning higher education with which governments in federal

systems are faced. .

Participants at the colloquium were acutely aware that the feceral system in
the host country, Canada, was undergoing a fundamental period of constitu-
tional questioning, which also affects higher education. As this volume goes to
press these issues remain unresolved, although there is much promise for at
least a partial settlement of constitutional issues in 1992. The presence of as
many non-Canadians as Canadians in this colloquium served, nonetheless, to
undermine excessive navel-gazing and produced a genuinely comparative con-
text for the mutual exploration of common problems and solutions.

This exploration will be of interest not only to those who follow closely
higher education policy, but also those who seek to gain a comprehensive
picture of how tederal states interact with a diverse and independent community
of domestic interests. The picture that emerges is one of considerable variety
within and among federal systems, which serves to widen the potential scope
for comparison and adaptation of one’s own system. The decentralized market
system of higher education in the United States compared with the centrally
funded and controlled system in Australia is but one example. At the same time
common threads appear, such as the decentralizing pressure of globalization,
the almost universal failure of rationalized coordination (and cqually universal
the repeated attempts to impose it), and the importance of funding diversity to
the integrity of the university. For the federal scholars, the proceedings offer
further proof of the “dog’s breakfast” of classifications of how policy is
coordinated in one federal system or the other. However, they also offer ample
evidence of the ironies and ambiguities that make every federal system work.

Finally, on behalf of the colloquium organizing committee and the editors of
these proceedings, I would like to acknowledge the special support of the
Research and Information on Education Directorate of the Department of the
Secretary of State, Canada, which made this publication possible.

Ronald L. Watts

Chair, Organizing Committee

International Colloquium on Higher Education in Federal Systems
and Director (on leave)

Institute of Intergovernmental Relations

May 1992
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The Federal Context for
Higher Education

Ronald L. Walts

INTRODUCTION

Before | turn to the subject I was asked by the organizing committee of the
colloquium to address, there are a number of preliminary points relating to the
colloquium that I thought I might make from my position as one who is involved
as chairman of the organizing committee. First of all, I would like to thank
David Smith for his support and interest in the colloquium and for presiding
over this first session and for his rather voluminous introduction. I'd also want
to add my own personal welcome to all the participants in this colloquium and
a welcome from the Institute of Intergovernmental Relations, and the members
of the organizing committee. On behalf of the organizing committee, I wouid
like to express our appreciation for the support that we have received from the
Secretary of S:ate of Canada, the Council of Ministers of Education for Canada,
from Queen’s University as part of its Sesquicentennial celebration, from the
Ecole nationale d’administration in Quebec, from the Federal-Provincial Rela-
tions Office of the Government of Canada, and from the Government of
Ontario. 1 would also like to take this opportunity to express my personal thanks
to some individuals who carried a particularly heavy lrad in the organizing of
this colloquium. Many of them took on added responsibilitics unexpectedly
when I discovered on short notice that I was going to Ottawa to assist the federal
government in its work on constitutional affairs. I particularly want to thank
Gilles Jasmin of the Secretary of State Office for Canada who took on a great
many additional dutics as a result of that sudden change, George Molloy of the
CMEC who likewise took on additional duties late in the day, Pierre Cazalis
who not only devised the original design for the colloquium but who has played
a major role in working out liaison arrangements with the European partici-
pants, John Dennison of the University of British Columbia who has been our
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contact with Australians, and David Cameron of Dalhousie University. David
not only prepared a paper on Canada and a synthesis of the other country papers,
but also agreed in the past month to take on some of the duties of the chairman
of the organizing committee.

1 would also want to add a special word of thanks to Stefan Dupré for his
willingness to be the rapporteur for this colioquium. I know from having been
rapporteur myself in past similar gatherings that it is a demanding task to try to
distill the essence of what is discussed and pull it all together before the
colloquium is even concluded its deliberations. Stefan is uniquely qualified
both as a political science scholar in Canada on the operation of Canadian
federalism and intergovernmental relations and particularly executive inter-
governmental relations, and as someone whe has been very active in the area
of policy for higher education. During the 1970s he was the founding chairman
of the Ontario Council on University Affairs, in which he set important patterns
and traditions for the relationship between the government and universities
within the province of Ontario. We are fortunate, indeed, that he has agreed to
serve as rapporteur.

I also want to thank the various paper writers who prepared papers sometimes
under pressure and duress so that the papers could be translated in time. Finally,
I want to take thic opportunity to thank the staff of the Institute of Intergovern-
mental Relations: Doug Brown, Patti Candido, Valerie Jarus, Darrel Reid, and
Dwight Herperger who rose to the challenge of looking after the myriad of
detailed arrangements that had to be made for the colloquium, especially with
my sudden departure for Ottawa.

Since Principal Smith has drawn attention to the Queen’s sesquicentennial
celebrations, I thought I might add to his comments on that subject by drawing
to your attention a few particular features of the history of Queen’s which
illustrate the co.plexity of higher education in federal systems. The founding
of Queen’s occurred 26 years before Ontario and Quebec were split to become
separate provinces in the new federation of Zanada in 1867. Indeed when the
Presbyterians of what is now Ontario and Quebec sought a charter 150 years
ago from Queen Victaria to establish this university, John A. Macdonald, who
was later to be one of the founders of the Canadian federation and its first prime
minister, seconded the motion for the founding of this university. So he was a
founder of this university as well. One result of that particular circum<tance
was that 50 years after the granting of the charter, when Queen’s sought to have
the charter amended, the issue of whether this amendment should be made by
Toronto or Ottawa was raised. The issue eventually went to the Judicial
Committee of the Privy Council, which ruled that, although education under
the BNA Act was an area of exclusive provincial jurisdiction, nevertheless,
because the charter was granted to Queen’s before Ontario and Quebec were
split back in 1841, any amendment the charter in the case of Queen’s required
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federal legistation. And so all subsequent amendments to the Queen’s Univer-
sity Charter have been by amendments through the parliament of Canada. Thus,
Queen’s is in a unique position among Canadian universities in terms of the
status of its charter, since it requires amendments by the Government of Canada
rather than by the Government of Ontario. It is worth noting, however, that the
federal government has resisted any pleas from principals of Queen’s for special
funding as a result of that arrangement. John A. Macdonald, wh9 seconded that
motion to found Queen’s that I referred to earlier, was approached by the early
principals of Queen’s soon after Confederation to see whether the federal
government would provide special grants to Queen’s. He wrote back firmly that
this was an area of provincial jurisdiction and that therefore Queen’s ought to
go to the Ontario government. And so it has been ever since.

The result is that we have in this city, on two sides of the Cataraqui River,
an interesting contrast which illustrates the complexity of higher education in
a federal system. Across the river we have the Royal Military College funded
totally by the Government of Canada, but which, when it decided 40 years ago
to become adegree-granting institution, approached the Government of Ontario
for the authority to grant degrees. Thus, we have across the river an institution
funded totally by the federal government but whose degree-granting authority
comes from Ontario. And on this side of the river, we have an institution whose
degree-granting authority comes under the jurisdiction of the Parliament of
Canada, but whose primary direct public funding comes from the Government
of Ontario. It {1lustrates what a noted scholar of federalism and former Principal
of Queen’s, J.A. Corry. used to say: a neat and tidy mind is a crippling disability
in understanding Canadian federalism. ,

Turning more dircctly to the subject of this colloquiurn, I think we are very
fortunate on this occasion to be able to draw together an international group
from such a range of federations to consider issues that relate to higher
educationin federal systems. And we are fortunate that for this purpose we have
been able to draw from what might be called two domains. We have a large
number of representatives from government, university administrations, schol-
ars, and the private sector who are active in the field of higher education itself,
as well as those who have been drawn from a range of federations including the
United States, Australia, Switzerland, Germany, Belgium and Europe and from
Canada. But we are fortunate at the same time to have the members of the
International Association of Centres for the Study of Federalism, individuals
who come from centres that have specialized in the study of federalism in these
various countries who are here this week for their annual meeting. They are in
a position to contribute from their knowledge of how federal systems operate
and what implication that has for the operation of higher education within
federations. I hope that this mix of those who have experience with systems of
higher education in federations and of specialists in the study of federal systems
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will provide to each group useful insights as well as the perspectives from
different countries.

It is mv task in this session of the colloquium to lead off by talking about the
context within which higher education operates in these federations, that is, to
discuss the common features of federal systems and the variations among
federal systems as federal systems. First we will have the individual presenta-
tions about the operation of higher educaticn in each of these federal systems.
Then later we will go on to look at particular themes running through the
different systems and the operation of higher education in them. Finally, we
will finish with concluding remarks.

For my own comments, then, I want to focus on three areas. The first is the
features that are common to federations as federations. What are the common
features of federations that provide a common context for the discussions that
we will have in the later sessions? What is it about federations as federations
that establishes particular political constitutional contextual situations which
affect the operation of higher education in them? Second, I will turn to varia-.
tions among federations to alert us to significant differences that may affect
higher education policies in different federations when we come to discuss
those policies. And third, I will close with some comments on federalism as a
response to contemporary conditions and chailenges in the Jast decade of the
twentieth century and looking ahczd to the twenty-first century.

COMMON FEATURES OF FEDERAL SYSTEMS

Turning to the common features of federations as federations, I think it is
important to look at what it is we share as political structures in our different
federations because these political structures set the context for policy relating
to higher ¢ducation. That will help to explain some of the common problems
that we share and what we can learn from each other about how federations
have coped with these problems.

The first issue then is what distinguishes federations from other forms of
political organization. Tomes have been written cn the subject, and I among
others have been guilty of contributing to that literature. But for those of you
who are coming to this discussion not necessarily as scholars who have con-
centrated upon the study of federations but as individuals who have focusad
upon the operation of higher education in federal systems it is perhaps worth
starting with some general outline of the features that federal systems have in
common. Let me draw to your particular attention the contemporary discussion
of this subject by Daniel Elazar who has pointed out that federalism involves a
combination of self-rule and of shared-rule: self-rule plus shared-rule brought
together in some kind of permanent contractual linkage, a linkage that is
directed towards achieving and maintaining both unity and diversity at the same
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time. Federal systems do this through establishing a framework within which
the constituent units exercise self-rule in certain areas and federal politi :al
institutions exercise the shared powers in others. These are systems which are
characterized primarily by noncentralization such that authority within the
political system is constitutionally dispersed among constituent governments
rather than being derived from one government devolving power upon another
level of government. Another feature or characteristic of federal systems is the
inevitable interdependence rather than independence of governments within the
system.

In the traditional language of political scientists, federal systems represent
the organization of territorial political authority in a form in which neither the
central nor the constituent units of government are subordinate to the other.
Neither level of government derives its authority from the other. Both derive
their coordinate, that is nonsubordinate, authority from a contract embodied in
a constitution and in that sense are of equal constitutional status.

In this respect one can distinguish federations from other forms of territorial
organization. For example, in unitary <ystems although provincial and local
governments may exist and there may even be a high degiee of decentralization
in such systems, regional and local governments are subordinate to the ultimate
supremacy of the central government and they derive their authority from it. In
other words, in a unitary system you have a hierarchical system of decentral-
ization. In confederal systems as distinguished from federal ones, there may be
a considerable concentration of central powers, but the central institutions are
ultimately subordinate politically to the constituent units and derive their
authority from the approval and consent of the constituent units. The represen-
tatives in the central institutions are delegates of the unit governments and
major policies require the assent of the constituent governments. What dis-
tinguishes federations from these two other broad forms is that neither order of
government derives 1ts authority from the other level nor is subordinate to the
other. Each derives its authority from a contractual constitution, which sets out
the authority of both levels of government.

We may note examples of these different types of political organization.
Among examples of unitary government that are usually cited are the United
Kingdom and France. These illustrate that there may be all sorts of differing
degrees of centralization or decentralization in unitary systems. Among exam-
ples of confederal systems are Switzerland in the period from 1291 until the
Napoleonic conquest and again from 1815 to 1847, or the United States prior
to 1789. In the contemporary world there is the European Community, a
modernized economic confederation, although in its recent evolution it has been
incorporating some federal features.

Here I must make an aside on the use of the term “confederation.” Although
political scientists may use the term confederal in a more precise technical

5
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sense, we in Canada always like to confuse things and we describe the occasion
when the various units were brought together to form a federation as “Confed-
eration.” But we are not the only ones who use that type of language. The title
of the Swiss constitution is the Federal Constitution of the Swiss Confederation.
In both these Swiss and Canadian uses of “confederation” the term refers to the
act of bringing the units together into a federation. In other words, it is not a
description of the structure, but rather it is a description of the act of bringing
units together. This contrasts with the te:m confederal or confederation to refer
to a particular kind of structure that con‘rasts with uniiary or federal structures.
Here in discussing terminology it may also be useful to employ the notion of a
spectrum. When one gets away from the neat categories of political scientists
or constitutional lawyers and looks at actual political arrangements and pro-
cesses, one finds that these neat categories are not quiie so sharpand 1 vay indeed
tend to shade into each other. This is so especially when we move away from
definitions limited to constitutional law to those encompassing political and
administrative practices and public attitudes. At the borderlines, these catego-
ries may shade into each other. For example, it could be argued that the United
Kingdom, which certainly has the chief characteristics of a unitary system is,
nevertheless, more decentralized than the Federation of Malaysia which has a
highly centralizing federal structure. Similarly, at the other border it could be
argued that some of the most decentralized federations, for example the now
defunct West Indies Federation, have been more decentralized than the eco-
nomic confederal arrangements of the East African Common Services Organi-
zation or more recently the European Community. So we need to be careful
about insisting upon hard and fast compartments of categories. Furthermore, it
is also clear that precise distinctions are not paid very much attention by
nationbuilders and leaders who often resort to hybrids combining elements of
different systems when they are establishing new ones. The British North
America Act, 1867 has often been described by scholars such as Kenneth C.
Wheare as predominantly federal but containing some unitary or quasi-federal
features, at least in its original structural form. The European Community in its
present evolution can be described as perhaps predominantly confederal but has
introduced some federal features, and so on. For these reasons the notion of a
spectrum is useful because, just as the different colours in a spectrum tend to
shade into the next colour on the spectrum, so when we start talking about
distinctions between confederal, federal and unitary systems at the margins they
tend to shade into each other. In categorizing political systems it is also
important to consider 1 ot only the written constitution but also the variety of
practices and political processes that occur, and whether the system operates in
a federal way, no matter what the precise wording and technical language of
the constitution itself may be.

16
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Having defined “federation” we may note that there are in fact a large number
of examples of federations in the contemporary world. The number may vary a
little according to how strictly one defines “federation,” but in the contempo-
rary world there are some 19 countries that are federations or at least claim to
be. In North America we have the United States and Canada; in Latin America
thére is Mexico, Argentina, Brazil, Venczuela; in Europe: Switzerland, Ger-
many, Austria, Czechoslovakia, and until recently, the USSR and Yugoslavia;
in Asia and the Pacific: Australia, India, Malaysia, Pakistan, and Comoros; in
Africa and the Middle East: Nigeria and the United Arab Emirates. It is worth
noting that those 19 include five of the six largest countries in the world, China
being the only exception. Elazar has also identitied 21 other political systems
which, though not formally federations, have incorporated some major federal
features into their political structures. Included among these are Belgium,
Burma, China, Colombia, Italy, Japan, South Africa, Spain, Tanzania and the
United Kingaom to identify perhaps the most significant among them. It
appears that federalism as a form of organization, cither in terms of a full blown
federation or in terms of a political system that has incorporated some federal
features, is really not the exception to the rule but perhaps the prevailing norm
in terms of political organization within the contemporary world. Furthermore,
it is worth noting that there are some interesting examples of new and imagina-
tive applications of the federal idea in attempts to respond to contemporary
problems either global or particular to specific countries. That is one of the
reasons why the organizing committee included in the range of examples to be
examined in this colloquium those of Belgium and the European Community.
Obviously we covld not try to include the whole array of 40 countries that I
have referred to. To enable fruitful discussion to occur there had to be some
limits. Nevertheless, since Belgium and the European Community provide
some interesting perspectives that the more traditional federations do not
necessarily provide when we are looking at the operation of higher education
within federal systems, they have been included.

Each of the federal countries that we are examining has grown out of
conditions that are similar in major respects. They have arisen from pressures
to obtain at the same time the benefits of both larger and smaller political units.
Larger political units have been sought because of the particular advantages
they have in terms of the larger common market that this created, in terms of
influence in international diplomacy, and in terms of security i.c., for defence.
Indeed one of the analogies that has always stuck in my mind is that which was
advanced by the proponents of federation in the West Indics. They argued that
a federation was like tying a bundle of sticks together. If you take one stick by
itself it is easy to suap and break, but when you tic them together in 7 bundle it
is very hard to break the bundle. On the other side smaller political units have
been sought at the same time for a number of reasons. Smaller political units
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are sensitive to their electorates, are closer to their citizens, express regional
distinctiveness and express diversity related to ethnic, linguistic, cultural or
historic roots. Federal solutions have enabled, at least in principle, the recon-
ciliation of these dual pressures, through the contractaal institutional arrange-
ment in which sovereignty is, to use the traditional legal language, divided and
allocated amor.g the federal and constituent governments within the federation.
Thus federalista seems to provide a political technique for combining unity with
diversity. When we take the federal examples that we are looking at in tuis
colicquium, a number of essential features appear to be common to these
federations, and 1 shali now briefly enumerate these.

The first is that each of the federations has at least two orders of government
existing in their own right under the constitution and acting directly on their
citizens. The fcderal government is composed of members elected by the
clectorate of the whole federation and this central government exercises author-
ity directly by legislation and taxation within the federation as a whole. (The
European Community because of its confederal features does not, of course,
fully express this characteristic.) At the level of constituent units of govern-
ment, whether they are called provinces, states, cantons, Léinder or republics,
governments are elected by their own electorates and act directiy by legislation
and taxation on their own regional electorates. The essential point is that in
these systems, neither of these orders of government is subordinate to or derives
its authority from the other. Each level derives its authority from a contractual
constitution which sets out the authority of the federal government and of the
constituent governments.

The second point which derives from that is that in all of them, there is a
formal distribution of legislative and executive authority and of resources
between the two orders of government The actual allo<ation of powers and ti.e
form in which they are allocated may vary, but in all of them, there is a formal
distribution of legislative and executive authority and of resources.

Third, all of them are characterized by a written constitution dei ning the
competence and resources of the two orders of government. That is the contrac-
tual element that I spoke of earlier from which both orders derive their authority.
And if neither form of government is to be subordinate to the other, the
constitution setting out the authority of both crders of government must not be
unilaterally amendable by cither level. Otherwise, the government that can
unilaterally amend the constitution would be able to override the other. We had
a somewhat unique situation in Canada up untii 1982 in relation to constitu-
tional amendment where the power lay at Westminster. Since the patriation of
the constitution in 1982, however, we have become much more normal as
federations go with constitutional amendments normally requiring the approval
of Parliament and of seven provincial legislatures representing at least 50
percent of the federal population.
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A fourth and important common element among federations is that there
needs to be an umpire to rule on disputes between the two orders of government.
In most federations, this has taken the form of a Supreme Court or a Constitu-
tional Court. But Switzerland has a unique arrangement, at least in so far as
umpiring the exercise of federal authority is concerned. The ultimate umpire is
not a court or tribunal but the electorate itself, through the legislative referen-
dum process, in which federal legislation that is disputed may be challenged
and then be submitted to a referendum in order to rule on its validity.

A fifth feature of all federations is that there are arrangements in the
institutions of their federal governments to ensure that the interests of minorities
and distinctive constituent units receive special or weighted influence in the
processes for arriving at national policies so that they are not persistently
overruled by a permanent national majority. Usually this is achieved through a
bicameral legislature in which the constituent units have equal or a weighted
representation in the second chamber. Sometimes coupled with that is a system
of checks and balances that ensures that regional views have ample opportunity
for expression.

And finally, a sixth element that is common to all federations and that needs
to be emphasized, is the inevitable interdependence of the two orders of
governmeat. The result has been a requirement for processes and institutions,
what r.ight be called collegial arrangements, to facilitate intergovernmental
interaction, collaboration and coordination. Kenneth Wheare, one of the pio-
neers in the comparative study of federations, argued that if the two orders of
government in a federation were to be coordinated, that is neither level was to
be subordinate, then the two levels of government would have to be independent
of each other. The argument was that denendence on another level of govern-
ment would imply subordination and therefore governments in a federation
would have to be independent of each other. This has often been taken to assume
that the two levels had to operate in watertight compartments. But scholars who
have lcoked at the actual operation of federal systems (Daniel Elazar when he
made a study several decades ago on the early years of the American federation
and Garth Stevenson more recently in looking at the earlier years of the
Canadian federation), have found that right from the beginning there was an
element of interdependence between the two levels of government. There may
be more of it now than there was a hundred or two hundred years ago, but right
from the beginning interdependence, at least in some areas, was unavoidable.
And so I think it is fair to say that what is predominant in fcderal systems is not
the independence of the two levels of government from each other but their
mutual dependence or interdependence. How does one reconcile this with the
concept of nonsubordination or coordinate powers? The answer is that there are
in fact two logical alternatives to one-way dependence. One is independence
of the two a~ders. The other is balanced mutual dependence or interdependence
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in which one level is not alone in being dependent on the other. Where
dependence is in both directions, we have interdependence without subordina-
tion. In practice, every federation has found that sort of mutual interdependence
an ess tial feature.

Looking at the common features of federations then, what are the im-
plications of these for the subject that we are addressing in this colloquium, the
operation of higher education in federal systems? That is what the rest of the
colloquium will focus on, but here I shall just sketch a few themes. In a
federation with the distribution of authority between two levels of government,
higher education has generally been one of those areas in which both levels of
government have had an interest. In most federations, education as such has
generally been considered an appropriate area for provincial-level jurisdiction.
But when it comes to the area of higher education, particular problems have
tended to arise with simply leaving the area of jurisdiction solely to cne level
of government. Pecause higher education is clearly, an important factor in the
development of the cultures and the distinctive historic traditions within the
constituent units, especially in federations with a multilingual or multicultural
character, there will always be a very strong pressure for higher education to
remain under the control of the constituent governments. But because higher
education is a crucial factor in producing the educated human resources and
research required for international economic competitiveness, there will be
pressures for a federal involvement as well. This is so especially in relation to
the human resources needed to provide international competitiveness to facili-
tate economic development and welfare. It also arises from the expensive
resources needed for modern science and learning in a knowledge-based soci-
ety. Higher education turns out, therefore, to be one of those areas which
characteristically is in an area of tension in terms of the appropriate roles of the
federal and state or provincial governments within federations.

in the older federations, because higher education was almost always thought
of originally as being included under education broadly defined, higher educa-
tion has come jurisdictionally under the states or provinces. Nevertheless, there
have almost always been subsequent efforts to resolve probler~s by the federal
use of its spending power to assist states (or provinces), institutions, or students.
In newer federations, there has often been a specific constitutional allocation
of higher education as a separate area of authority from other (orms of educa-
tion, the most common pattern being to make higher education an area of
concurrent jurisdiction or in a few cases even exclusive federal jurisdiction.
What is clear is that, whatever the allocation of formal responsibility, whether
in the older federations where it is related to the allocation of authority over
education generally and hence to the states and provinces, or in the newer ones
where it is often made an area of concurrent jurisdiction, higher educaticn has

)
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turned out to be an area requiring intergovernmental collaboration and cooper-
ation between the two levels of government.

VAR!'ATIONS AMONG FEDERAL SYSTEMS

1 would like to turn now to variations among the federations because, although
1 have tried to identify some of the common features, there are important
variations among federations that affect the operation of higher education in
these systems.

Among the variations are differences in social conditions, i.e., differences in
the degree of social homogeneity and diversity. The relative linguistic and
cultural homogeneity of the United States, Australia, Germany or Austria (and
1 am not denying that there is diversity based on historical and other roots in
those federations), contrasts with such federal societies as Canada, Switzerland,
Belgium, India, Malaysia, Nigeria, and the former USSR or Yugoslavia. The
latter group display the characteristics of multilingual, multicultural or even
multinational federaiions bringing together very sharply divergent groups. This
clearly affects significantly the degree and character of political integration that
is possible, and therefore aas implications in relation to policy relating to higher
education. Because higher education has a strong relationship to the develop-
ment of a particular culture, it is an area of special interest to the different
cultural, linguistic, ethnic, or national groups in these federations, and thus
introduces a greater element of tension about the relative roles that should be
taken by federal and state or provincial governments. There are as well varia-
tions in terms of the number and significance of linguistic groups and their
relative size. Where there are just two major groups as in Canada, Belgium or
Pakistan (before it split), there tends to be the sharpest degree of polarization
than exists in the more multilingual federations such as Switzerland. Equally
important is the degree to which social diversity is crosscutting or reinforcing
within a federation. Historically it has been argued, at least by commentators
friom outside Switzerland, that one of the factors that has contributed to the
ability of Switzerland to hold together its internal diversity is the fact that
linguistic divisions, religious divisions, and other divisions do not all coincide
— they cut across each other. You have Catholic French cantons, and Protestant
French cantons, German Protestant cantons, and German Catholic cantons and

so on. Thus, on different issues cantons tend to ally with each other differently,

thus reducing the tendency to cumulative polarization. In some other federa-
tions, however, Canada and Pakistan being historically the sharpest examples,
you have factors which differentiate the constituent units that tend to rcinforce

rather than cut across each other and this sharpens the divisions that have to be
dealt with.
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Apart from these variations in the character of underlying social diversity,
there are variations of institutional structure that affect the sort of policies that
can be implemented within federations. There is a wide range of variations, for
instance, in terms of number, relative size, and wealth of the constituent units
within a federation. There is a world of difference between the United States
composed of 50 states or Switzerland composed of 26 cantons, and Australia
composed of 6 states or Canada of 10 provinces in terms of the relative clout
or influence that the individual constituent units can have on the national scene
or in terms of intergovernmental negotiations. To Canadians who in recent years
prior t¢: 1990 have become used to something like three or four meetings a year
of first ministers (that is meetings of the prime minister and the premiers of the
ten provinces) it was surprising to read in the press that the president of the
United States had met just a year or so ago with the governors of the United
States to talk about education, and that this was the third time in American
history that such a meeting had occurred. One can understand with 50 governors
that that sort of meeting is likely to be somewhat more unwieldy than a
Premiers’ Conference in Australia, involving the prime minister and just six
premiers, or a First Ministers’ Conference in Canada involving the prime
minister and ten provincial premiers. The number of units certainly affects the -
sort of relationships and the character of the interaction that may occur. But so
does the absolute size and wealth of the units. There is an enormous variation
in the size of constituent units within federations as exemplified by California
with a population larger than the whole of Canada, or Ontario which is
substantially larger than the total population of Switzerland. When we compare
the size of the smallest Swiss canton with such large states or provinces we are
really talking about very different kinds of units. After all, California ranks
something like sixth or seventh in the world in terms of gross domestic product.
The point I am trying to make is that the sort of activities that the constituent
units can sustain or perform may be very different when you have 26 relatively
small cantons in a federation like Switzerland than can be performed by a state
like Califomia. Martin Trow from California has in the past described the
federal character of the organization of higher education within California
itself, describing the various tiers of university systems there. When you
compare that to the very provinces in some federations or the cantons in
Switzerland that do not have sufficient size or resources to sustain even one
institution of higher education the result is a very different sort of dynamic in
terms of the relative role the federal or constitutional governments might play
in policy relating to higher education.

Apart from variations in the absolute size of the constituent units, there are
also significant contrasts in some federations in the relative size and wealth of
the constituent units composing them. For all its size California still represents
only 10 percent of the total population in the United States. In Canada, Ontario

L
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represents something like 37 pereent within Canada and when you add to that
Quebec, which is another 25 percent, the relative dominance of those two
provinces as a percentage of the total population affects the political dynamics
in the operation of the federal system and'the sort of interprovincial negotiations
and arrangements that are likely to occur.

There are variations among the federations represented at this colloquium as
well as in terms of the form which allocation of jurisdiction to the two orders
of government has taken. In Canada, a: least as originally formulated in the
constitution in 1867, the emphasis was upon trying to demarcate in sections 91
and 92, areas of exclusive federal jurisdiction and exclusive provincial juris-
diction with only very iimited areas of legal concurrency (concurrency being
limited to agriculture and immigration). As a result, in a great many areas we
have had to devclop de facto arrangements for shared responsibility in areas
where federal and provincial authority are necessarily interrelated. In other
federations, there has been a recognition in the constitution of large areas of-
formally concurrent jurisdiction. The United States and Australia are classic
examples, but perhaps the most extreme example in this respect is Germany.
Here there is, in fact, even a variety of forms of concurrent jurisdiction
including some specifically related to “joint tasks” of the federal and Land
governments. Furthermore, in Germany and to a considerable extent in Swit-
zerland, in a substantial area legislative responsibility lies with the federal
government but administrative responsibility for the same area lies, as stipu-
lated by the constitution, with the states. Such arrangements affect the sort of
policy relationships that can be worked out and the sort of roles that the different
governments can play in relation to higher education.

Another issue relating to the allocation of jurisdiction between federal and
state governments is the degree to which it is symmetrical for all the units within
the federation oris asymmetrical, i.e., differs in terms of the degree of autonomy
or responsibility assigned to different units within the federation. The most
extreme example of an asymmetrical arrangement is that which oecurs in
Malaysia where two of the states, the Borneo states of Sabah and Sarawak, have
a quite different distribution of responsibilities from those of the other states
within the federation. I mention this particularly because one of the burning
issues in Canada in recent years, certainly during the debate over the Meech
Lake Accord and again at the current time, relates to the question of whether
the distribution of powers must be uniform among all the units within the
federation. There are some in Canada who have argued that it is an essential
leature of federalism that the distribution of authority must be uniferm among
all provinces, and that all provinces must be equal. Unity among provinces in
the powers assigned to them is clearly more common than asymmetry, but we
cannot say that that is a defining characteristic of federations since there do
exist federal systems that have quite significant forms of asymmetry. Not only
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Malaysia, but to a lesser degree a number of other federations such as India
provide examples. But variations such as these do affect the relative roles of
governments and the relative relationships that may exist between them.

There are also variations among our federations in terms of the character of
their central institutions. Particularly important here, I think, is the distinction
between those federations that are parliamentary in form, i.c., that have respon-
sible cabinet governments, and those that have a presidential or a collegial form
of executive in their central institutions. This difference is important because
of the impact it has upon party discipline, the role of political parties, and the
degree to which rcgional interests get adequately or inadequately expressed in
the processes of national policymaking. Particularly significant is the effect a
responsible cabinet system, in which the cabinet is responsible to the first
chamber, has on the role and influence of the second chamber as representative
of regional interests and the degree to which even the second chamber may be
dominated by party discipline rather than by regional interests. The parliamen-
tary federations that are represented at this colloquium would be Canada,
Australia and Germany. Germany in the Bundesrat, however, has a unique
federal institution which provides a channel for the expression of executive
federalism through the representatives — representation of state executives
within the national institutions.

There are variations too among our federations in terms of the character of
the constitutional umpire. A number of our federations, not the least because
constitutional amendment has proved a particularly difficult process, have
come to rely very heavily on the courts for judicial review and adaptation of
the constitution to changing circumstances. In this respect, Switzerland is
perhaps unique among the federations represented here both in terms of the
degree to which it has been open and flexible to constitutional amendment and
has in addition, through the process of legislative referendum, provided an
clectoral umpire rather than a judicial umpire for the operation of the federal
system.

Finally, there are institutional variations in the processes for intergovernmen-
tal collaboration. In the parliamentary federations there has been a tendency for
intergovernmental relations to focus primarily upon relations between the
executives. Indeed, although much criticized in Canada recently, executive
federalism has been the typical method of intergovernmental relations not only
in Canada, but also in Australia and Germany. In the latter case it has been
institutionalized in the Bundesrat. On the other hand, in federations like the
United States with its presidential system and its diffusion of centres of
decisionmaking within each level of government, intergovernmental relations
have displayed a very different character. The cockpit for the discussion and
deliberations shaping iutergovernmental relations is not so much through inter-
governmental exccutive negotiation as through the processes of Congress, the
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operation of its committees and the lobbying of intergovernmental interests
within Congress. And we have in Switzerland as well the tradition of wide-
spread consultation on intergovernmental issues.

In looking at these institutional variations within i=derations there are two
sets of issues that are we have found particularly significant in Canada, although
not unique to Canada, which are worth emphasizing. The first is variations in
terms of the degree of centralization or decentralization within federations.
While 1 agree wholcheartedly with Elazar’s emphasis upon the notion of
“noncentralization” as the primary element in federations, the language of
centralization and decentralization is frequently used to describe the differing
degrees of concentration of responsibilities in one level of government or the
other. Clearly there are variations among our federations in terms of the scope
of powers allocated to one level of government. These differences reflect the
degree of sacial ¢iversity and geographic characteristics. For instance, one of
the factors that affects the Canadian situation is that the provinces are like a
string of beads from east to west with most of the population in a narrow band
not much more than a hundred miles wide along the American border. That is
a very different situation from the United States where you have large numbers
of states that are not strung out in one single line but really form a matrix of
units combined in the whole. It is not surprising, therefore, that one tends to get
much more discussion in Canada of notions like centre and periphery because
those in British Columbia or Newfoundland very much feel that they are on the
periphery and a long way from Ottawa. And so in Canada there is a sense that
the federation has a central part dominated by the two largest provinces in the
country and a group of smaller provinces at the eastern and western peripheries.
This is a very different situation from other federations where the units are not
strung out like that geographically.

The second issue is that of symmetry or asymmetry of units. Most of the
literature on federations has assumed that symmetry is the norm. And in practice
it is the norm, although rot exclusively so. Indeed in all federations there is a
considerable degree of asymmetry in terms of economic wealth and pQpulations
of the constituent units. At what point this asymmetry of economic circum-
stance and of population needs to be recognized in the political and constitu-
tional structure is one of the issues that is certainly present in current Canadian
discussions. It is a particularly relevant issue when we are examining arrange-
ments in relation to higher education because it raises questions about the
degree to which each constituent unit can provide the same level of higher
cducation. If the constituent units do not have the capacity to provide similar
levels of higher education and research then there may be a need for action at
the federal level to assist those provinces, states. or units that cannot sustain
higher education or research at the same level as other units. Furthermore, if
some of the units are very small, such as in some Swiss cantons, there may b+
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a question of whether they are in a position to sustain any universities or major
research institutions at all. In such cases national or shared institutions may be
the only solution.

On the subject of variations among federations, mention should be made of
the significance of new mutations of the federal idea and of hybrid poiitical
systems. I have already noted that nationbuilders and leaders are not bound by
the formal categori- 3 of political scientists or constitutional lawyers. It is
certainly clear that in the post-modern epoch. with the erosion of the nation
state in both directions and the growing impact of international organizations,
and the pressures for new ways of recognizing identity and accommodating
diversity, there are new political forms developing. It will be very important for
us (o pay altention to some of these new mutations and ideas to see what we
can learn from them about new ways of coping with the sorts of problems that
traditional federations have attempted to cope with.

To summarize, what then are the implications of these many variations
among federations for policies for higher education? First, variations in the
decree of centralization or decentralization within our federations will have
implications for the kind of policies for organizing higher education that they
adopt. To take an example, the relative centralization in Australia and decen-
tralization in Canada, which are perhaps near opposite extremes of the band
that we are looking at, suggest that these may be expressed by different policies
and arrangements relating to higher education. On an earlier occasion Bob
Smith (a participant in this colloquium) drew the distinction between “hard”
and “soft” federalism in describing the different federal government role in
Australia and Canada in the area of higher education. That is not something that
arises simply out of issues relating to higher education; it arises out of the
character of the federations themselves. If we are going to understand the
variations in policy in relation to higher education in our federations we have
to understand the basic differcnces in the federations themselves and how the
variations in the political and social character of the federations influences that
policy.

Second, the degree of effective collaboration or competition that is going to
exist between governments in a federation in the area of higher education is
affected by the character of the federation. In thiz respect, Germany and
Switzerland perhaps have the highest degree of intergovernmental collabora-
tion. The arrangements there might be described as “interlocked federalism” in
terms of the degree of collaboration that exists between levels of government
in part because the division of authority is between legislative and administrative
responsibilities, and in the German case also because of the identification of
jointtasks and framework legislation. These illustrate how the general character
of the distribution of powers in a federation has an influence on the sort of
collaboration between government that is possible.

6
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FEDERALISM AS A RESPONSE TO CONTEMPORARY CONDITIONS

Finally, I will conclude with just a brief word about federalism as a response to
contemporary conditions. I have outlined, as a context for the balance of our
discussions, the common features that federations share and the variations
among them that affect the operation and the organization of higher education.
But in concluding I want to emphasize how today this issue has become one of
increasing importance. Indeed it is at the very cutting edge of the development
of our federations.

Writing in 1939, Harold Laskey in an article entitled “The Obsolescence of
Federalism” declared, and 1 quote: “Tinterin a word that the epoch of federalism
is over.” The federal government in its traditional form with its compart-
mentalizing of functions; rigidity; legalism; and conservatism was, he argued,
incapable of coping with giant capitalism and tne demands of large scale
governmental action. The trend at that time, and Wheare’s writings in the first
two decades after World War II pointed in the same direction, appeared to be
towards a concentration within nation states of central powers incompatible
with the federal principle.

By contrast, the last 40 ycars has seen the proliferation of fedcral experiments
in Europe, Africa, Asia, South and North America, many of them multinational
in composition. Contrary to earlier expectations the experience of both devel-
oping and developed potitical systems indicates that transportation, social
communications, technology and industrial organization have produced pres-
sures not only for larger states but also at the same time for smaller ones. It can
be argued that there are in the contemporary world two powerful, thoroughly
interdependent, yet distinct and often actually opposed motives and trends. One
is the desire to build an efficient and dynamic modern state and the other is the
scarch for identity. The former is generated by the goals and values shared by
most Western and non-Western societies today, a desire for progress, a rising
standard of living, social justice, influence in the world arena, and by a growing
awareness of world-wide interdependence in an era whose advanced technol-
ogy makes both mass destruction and mass construction possible. Economic
and security issues all push in the direction of larger units. But equally powerful
and potent in the contemporary world is the desire for smaller, sclf-governing
political units more responsive to the individual citizen, responsive to the desire
lo give expression to primary group attachments like religious connections,
linguistic and cultural ties, historical traditions, and social practices. These are
what provide the distinctive basis for a community’s desire for identity and
yearning for self-determination. These two trends can be summarized in the

phrase, “*in the contemporary world, being big is necessary while being small
is beautiful.”
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What distinguishes the latter decade of the twentieth century has been the
strengthening of both apparently contradictory forces. We appear to have at the
same time pressures for integration and for disintegration. On the one hand we
see the establishment of supernational organizations and associations, the
European community being a good example, but also the growth of small states
and the pressures for disintegration. Events in Eastern Europe, and the former
USSR and Yugoslavia illustrate the strength of these pressures. What the federal
solution does and what gives it its appeal is that it provides a technique of
political organization for reconciling these apparently contradictory pressures.
It permits action by a common government for certain purposes together with
autonomous action by regional units of government for other purposes while
rcognizing the interdependence of both levels of government. This clearly has
implications for policies relating to higher education for these policies are
themselves under pressure from these two trends which federal systems must
respond to.

There is a second development in the contemporary world which also has an
important bearing for this colloquium. That is the impact of the giobal informa-
tion society: i.e., the transformation of contemporary society froim an industrial
economy to a knowledge-based economy. In today’s world the greatest propor-
tion of new jobs is created in the area of knowledge processing and knowledge
handling rather than through materials processing. Hence, we are in an era when
societies emphasize and are concerned about international competitiveness (the
buzz word of the 1990s), about productivity and about prosperity which will
increasingly depend upon how well our countries use the brain of technology
and knowledge as opposed to the brawn of industrial workers and industrial
machines. Higher education which produces both knowledge and those edu-
cated to use it has become even more important, therefore, in each of our
federations. Knowledge and higher cducation, of course, have always been
international in terms of content, and universality. But in terms of its political
implications it was traditionally been scen as something that was personal in
the sense of relating to personal learning, something that could be carried out
locally or at lcast at a regional level. And so in the nineteenth century it was not
surprising that it was thought that higher education could be left to the private
sector and previncial or state governments. But now with education and re-
scarch becoming the key economic resources in our societies, and universities
the key institutions or instrumentalities by which societies achieve this knowl-
edge and through it economic competitiveness and prosperity, the whole human
resources area has become a major issue in the relationship between federal and
provincial or state governiments. Indeed it is at the cutting edge ot the sort of
intergovernmental relationships that exist within federations.

So while traditionally universities could be seen as an arca to be left simply
to provincial or state jurisdiction with perhaps, when necessary, financial
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assistance from federal governments to help with the increasing cost of complex
modern science or equalizing the capacity of those states that did not have the
resources to provide a full level of higher education. now it has become an issue
of crucial importance within each federation as a means to its international
competitiveness and its well-being as a totality.

Nonetheless, one cannot argue that because of that importance higher edu-
cation should simply be handed over to federal responsibility. We have to take
into account that other push in contemporary society I referred to earlier, the
pressures for identity and for local self-government. By local I mean not just
municipal government, but in the broader sense the expression of identity for
distinctive groups and communities represented by provincial or state govern-
ments. For them higher education is an important factor contributing to the
expression »f their identity. Higher education, therefore, is not just important
to national well-being. It is also particularly important to the continued distinc-
tive culture and identity of the constituent units within the federations. In the
Canadian example, higher education is important as a national enterprise for
the country as a whole as well as for the Acandians, the anglophones in
Montreal, and the many other groups across the country. It is also a means of
maintaining their own distinctiveness within the federation.

The human resources issue, of which higher education is a major element,
epitomizes the dual pressures for integration and for diversity within federa-
tions and the interaction-of these two drives within the contemporary world.
These issues point to the need for collaboration between federal and provincial
governments, or federal and state governments, and to a recognition of the
degree to which higher education is important for both orders of government
within a federal system. I would simply conclude by saying that the issues that
we are addressing in this colloquium are not simply of interest to the higher
education community in each of our federations, but are also an issue of

fundamental importance to the character, welfare. and balance of these federa-
tions as political systems.
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Discussion

The discussion opened with a question regarding greater federal involvement
and what form it might take in higher education and research. Ron Watts
asserted the need for a balanced approach, which would address both national
and regional concerns in the arca of higher education. In Canada there is a
growing concern that our educational system is not preparing Canadians with
the rignt sort of education with which to respond effectively to the challenges
and pressures of competitiveness and the increasing interdependence of econ-
omies arising from globalization. This concern has been expressed by the
clectorate across the country but not in the specific terms that higher education
should become a federal responsibility. There is also the issue of the efficacy
of Canadian dollars spent on higher education, as Canada ranks as one of the
highest spenders.

Simply federalizing institutions will not offer a panacea to these problems
as it ignores provincial/regional concerns and the importance of higher educa-
tion to local cultural identitics. The response must be collaborative. The
challenge is to develop an effective collaborative response for education at both
the undergraduate and graduate level, as well as in the area of research.

An Australian academic, Clifford Walsh, asseried that a clear distinction
cannot be drawn between federal economic interests on the one hand and local
identity interests on the other, as a recognition of economic interests also exists
at the local level. How much collaboration is required given this mutual
recognition of economic interests? And, where is collaboration needed (i.c., in
funding)? This was followed by a discussion of the importance of economic
competitiveness to provincial and state governments and the varying degree of
cultural and linguistic cleavages that exist in different federal states, and the
relative role that such cleavages play alongside economic interests. Federalism
may cxacerbate cleavages if they are not crosscutting. In Canada, both eco-
nomic and cultural interests are pertinent. However, in other federal systems
there are not the same cultural cleavages between regions.

)
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Stefan Dupré discussed the new Capadian Labour Forcea Development Board,
a collaborative approach being pursued between the federal government and:
individual communities. This bipartite body representing labour and business,
and supplemented by other groups, has a national mandate to create correspond-
ing local committees, which will have some exccutive decisionmaking and
spending authority. This initiative recognizes that the markets for many skills
remain local and that the federal government must follow local leads in
responding to needs for skills placement and training. Traditionally, tiie federal
government has purchased training in institutions in areas identified by its field
officials in order to influence technical training. As a result, technical training
has been captured by institutions to the exclusion of businesses and greater
on-the-job training.

Next, constitutional issues were aired, specifically, the impact of a charter of
rights on higher education, jurisdictional and funding arrangements, and the
constitutional amending processes employed in different federal systems. Vari-
ations of a charter exist among federations. In Canada, the Charter of Rights
and Freedoms is still a novelty, which has recently come to dominate and
transform politics, while in the United States, the first ten amendments have
been embedded in the political fabric from the beginning. Australia lacks a
charter although there has been some discussion of one.

The uniform rights spelled out in a charter create tensions as they tend to
undercut a federal system’s ability to accommodate diversity and to allow
different groups to co-exist. In Canada, Quebec’s aspirations for constitution-
ally entrenched special status run counter to the Charter. A charter also holds
implications for citizen mobility and higher education as it may dictate the
extent to which a particular state or province is able to give preference to its
own citizens. The effect of any charter doubtlessly depends on its contents. In
Canada, the premier of Ontario, Bob Rae, would like to see a charter of
economic and social rights. This would build standards into the system, which
may then be enforced by the courts. In some participants’ views, this may not
be desirable and it may also be difficult to establish a set of standards on higher
education that are acceptable to the provinces.

The ratification process for amending the constitution varies among federal
systems. In some countries, particularly Germany and Switzerland, it is more
flexible. In Canada the federal presence in higher education has been increased
only through the use of the spending power. Such tools provide the flexibility
to act without changing the constitution. However, they have also provided a
rationale for retreat. Under a current program of deficit reduction, the federal
government has cut back on transfer payments to the provinces, claiming that
there is no federal constitutional responsibility in education. The current ar-
rangements (“Established Programs Financing” or “EPF”) are thus viewed by
the federal government as a fiscal arrangement and not an issue of education.
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One Canadian government official claimed that if post-secondary education
were a concurrent responsibility, the federal government would be more likely
1o be involved. It was pointed out that numerous examples exist of areas that
are not under federal jurisdiction but where the federal government has moved
in regardless.

In Australia, higher cducation is essentially a concurrent power. Although
not under the formal heads of power, the national government has basically
assumed responsibility for universities through section 96 of the constitution
and the use of the spending power. Other post-secondary institutions are funded
and run mainly by the states. This funding dichotomy has led to problems in
developing an integrated system. Questions also arise regarding the pertinent
roles, responsibilities and administrative structures that need to be put in place
if post-secondary education as a whole is to be recognized as concurrent in a
de fucto sense. '

A dual arrangement also exists in Switzerland with eight cantonal and two
federal universities. This has led to an asymmetry in the welfare of different
universities, depending on which order of government or canton provides for
them. Predominantly, then, the funding comes from the cantons and this has led
to rigidities in creating new universities. Despite a willingness on the part of
the federal and canton governments, any proposal must go to a referendum of
the people of the host canton. The usual practice has been for such referenda to
be defeated, as the public are not cager to foot the bill.

Ron Watts discussed the three different avenues for federal funding of higher
education employed by Canada, the United States and Australia, and asked
which was deemed to be more efficacious. In Australia, for the most part,
funding flows from the Commonwealth government directly to the institutions.
In Canada some student aid money is given directly. However, under the EPF
arrangements, the bulk of federal funding goes to the provinces in the form of
unconditional transfers, which are in turn disbursed to individual institutions.
This arrangement has led to some acrimony between the federal and provincial
governments. In the United States primary funding for higher education flows
through the students. This form of assistance is important in a system of private
and state-run universities. An American academic, Martin Trow, contended that
this market-based arrangement tends to strengthen the consumers rather than
the producers and creates a powerful political constituency for the form of
student aid in the United States.

The discussion finished where it began with the question of centralization
and decentralization. A German academic, Ignaz Bender, asserted that regard-
less of the orientation of a constitution, political exigencies can often act to
overrule it, leading to cither a strengthening of the central government or
decentralization. Such was the case when centralizing forces put education on
the national agenda in both the United States and Europe in the wake of the
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launch of the first Soviet satellite. There is evidence that this technological
challenge had a corcerted impact on education.

It was noted tha: in the Canadian context any constitutional reform regarding
higher education was likely to be decentralizing or asymmetrical in nature. A
centrally-run system of education is unlikely in Canada because of the sharp
cultural and linguistic cleavages that exist. As Ron Watts prescribed, change
will more likely corne in the form of collaborative intergovernmental negotia-
tions and arrangements between orders of government than within a single order
of government.



PART |l

Higher Education in
Seven Federal Systems




Q

ERIC

PAFullToxt Provided by ERIC

Higher Education in Seven Federal
Systems: A Synthesis

David M. Cameron

FEDERALISM AND HIGHER EDUCATION

The purpose of this paper is to offer a synthesis of the papers on higher
education in the seven specific federal systems prepared for this colloquium.
In this, it will try to draw out common patterns and problems, as well as to note
distinctive arrangements and mechanisms. The papers certainly offer a wealth
of information and insight upan which to draw.

If there is one overarching theme to the seven papers making up this
collection, itis that federalism, especially as it relates to higher education, takes
a great variety of forms. Ulrich Teichler makes this point explicitly. He suggests
that the study of higher education in federal systems must recognize three
characteristics. First, cach federal system is unique, with the result that few, if
any, generalizations can be made about federalism and higher education, except
that in comparison with unitary systems additional levels of government are
involved. Second, federalism extends beyond governments and, consequently,
nation-wide coordination is possible through a variety cf institutional arrange-
ments besides coordination by a central government. Third, because of the
variety of federal arrangements, there is no obvious perspective from which one
can judge them in terms of their relative effectiveness. !

Martin Trow adds to this by noting the variations that can exist even within
a given federal system. Indeed, he draws examples from the United States to
illustrate the point that variations exist not only between the states making up
the federation, “but between sectors of higher education within states, and even
between institutions within the same state sector.™?

Morcover, every onc of the papers makes it clear that fedcral arrangements
are anything but static; a given federal system can change over time, even
dramatically, in'relation to the federal character of higher education and the
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respective roles of central and regional governments.> Sometimes, as with
Germany, change is associated with constitutional amendment. Other times, as
particularly with Australia, profound change is possible without any alteration
to the constitution.?

Nowhere is change more evident than in Belgium, which has been moving

. gradually towards fuli-fledged federalism for the past 20 years, and which

might still be described as federalizing. Belgium’s federal system is certainly
distinctive, with its overlapping structure of linguistic communities and terri-
torial regions.?

. Europe itself is in the process of federalizing, and higher education is clearly
central to this process. We are given two equally fascinating glimpses of this
phenomenon, first in Pierre Cazalis’ paper on the Community itself,% and then
in Augustin Macheret's and Ignace Hecquet’s discussions of the consequences
of European integration on higher education annd federalism in Switzerland’ and
Belgium® respectively. Canada, meanwhile, stands in crisis, the future shape
and even the future existence of its federal system uncertain. Whatever the
actual character of change turns out! be in Canada, it will almost certainly be
profound.® There arc some important lessons for Canada to be found in the
experiences and current programs for higher education in the other federal
systems, including the European Community.

All of this-suggests at the very least that it would be folly to attempt to
construct a simple categorization of federal systeris on ~» scale running from
centralization to deentralization in relation to higher education. The systems
are too complex and too variable for that.

At the same time, there are some interesting patterns that emerge. Switzer-
land and Germanv share in the European preference for nation-wide standards
in relation to such matters as admission, transfer of credits, recognition of
degrees, etc. And while both federations have developed unique and imagina-
tive mechanisms for coordination and standardization that go far beyond mere
concentration of authority in agencies of the central government, these central
governments do nonetheless play more active and more influential roles in
higher education than is the case in Canada or the United States. Belgium, on
the other hand, 1s still working out its accommodation of regional and linguistic
diversity with nation-wide coordination.

The North American tradition (excluding reference to Mexico in this con-
text), by contrast, favours diversity among and within its constituent regional
units, although this tradition has remained stronger in the United States thanin
Canada. In neither federation, however, is coordination of higher education
accepted as a legitimate responsibility of the central government.

Australia offers the fascinating example of a federal system that appears to
be moving from a tradition not dissimilar from that of the United States and
Canada, to one e¢ven more centralized than would be acceptable in Europe.

16
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Robert Smith and Fiona Wood describe this as a move from “soft federalism”
to “hard federalism.” The principal instrument in the transformation of the
central government’s role has been its preeminent fiscal position.

One lesson that may be drawn from rhe experiences of these federal systems
is that the search for the appropriate balance between coordination and diversity
is never ending. Yet this search is at the very heart of higher education policies
in federal systems. National economic growth and corpetitiveness seem ever
more surely to require that higher education, including research, be coordinated
in pursuit of objectives set by public policy. At precisely the same time,
academic excellence seems always the property of institutions that are allowed
wide margins of autonomy. The balance between these competing valuesis ever
a delicate one, in unitary as in federal systems. But it is the peculiar preoccu-
pation of federal systems to have two orders of government contending for the
coordinator’s role. Nor do the two orders necessarily pursue the same objectives
or the same priorities. Moreover, the European Community adds yet a third level
of government seeking to coordinate higher education. No wonder the several

systems have produced such a variety of approaches to the organization and
management of higher education.

THE ORGANIZATION AND MANAGEMENT OF
HIGHER EDUCATION

While a common idea of the university underlies the organization and manage-
ment of higher education in all of the systems ¢xamined, there are some notable
differences in structures and policies. One significant difference is the presence
in only a few systems, and primarily in the United States, of private universi-
ties.’O It is interesting to note the similarities between colonial attitudes to
universities in the United States and Canada, and particularly the easy identity
of formally “private” institutions with the public interest. Canada had no
revolution, however. Nor did its courts protect university charters from legis-
lative interference, as in the famous Dartmouth case in the United States. The
upshot is that contemporary Canadian universities, while sometimes private in
legal theory, are virtually all considered public in fact. By contrast, American
universities still very much fall into two camps: public and private.

Martin Trow properly draws attention to this basic distinction, but he also
notes that it constitutes only part of the incredible diversity of the American
higher education system, and one the significance of which should not be
exaggerated. He notes, for example, that all private universities receive public
support, while all public institutions are funded in part from private sources:
“The mixing of public and private support, functions and authority has persisted
as a central characteristic of American higher education to this day, blurring the
distinction between public and private colleges and universities.”!!
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In each of the federal systems, higher education falls primarily under the
constitutional jurisdiction of the regional governments. At the same time, in
each of the f=de al systems the central government plays a significant role. The
papers offe- :nore than a few glimpses into the fascinating, if at times complex,
means by which constitutional and practical considerations are managed, if not
always fully reconciled.

The United States has perhaps the most decentralized system of higher
education. The central government has virtually no direct control of institu-
tional policies or management, and contributes only between 13 percent and 20
percent of the total support to higher education (depending on whether student
loans are included). This, of course, has to be seen in the context of the total
American system in which the central and regional governments combined
contribute less than half of the total university operating revenues. It is perhaps
not surprising that within this decentralized sysiem, governing boards and
presidents have traditionally wielded great management authority.

Decentralization is always a relative concept, and it is worth remembering
that some of the American state systems of higher education are larger than
those of some entire federations being examined here. California, for example,
has more university and college students than all of Canada. Moreover, as Trow
points out, the state systems vary enormously in terms both of levels of public
support and of coordination. Measured either as grants per student or per $1,000
of state income, differences in state aid run to ratios of as much as 5:1. Similarly,
state coordinating mechanisms, required as a conditiun of federal government
support, run the gambit from those which function in effect as the goveining
bodies of the whole of the public sector of post-secondary education in the state
to those at the opposite extreme which serve mainly as fact-gathering advisory
bodies, and are themselves governed by representatives of the public institu-
tions they are “coordinating.”!2

Canada also has a decentralized system of higher education, but not nearly
so decentralized as in the United States. There is much less variation in levels
of provincial support, for example. In 1986-87, the ratio between the highest
per-student operating support (C$7,356 in Alberta) and the lowest (C$5,619 in
Ontario) was just 1.3:1.13 Interprovincial comparisons seem to have a greater

vitality in shaping provincial funding policy than is the case for American
states.

It is also the case in Canada that the central government has played a more
prominent role in financing higher edu.ation. That role is diminishing, how-
ever. The current program of uncondifional transfers to the provinces will, if
nothing is done to change the course of federal policy, simply wither away over
the coming decade.

Canadian provinces, like American states, also created intermediate or coor-
dinating agencics. None of the Canadian agencies has acquired the central
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position of the more powerful of their American counterparts, however, and
several provinces have eliminated them altogether. Increasingly, Canadian
provincial governments have been turning to ear-marked or targeted funding to
ensure institutional compliance with government priorities.

As Augustin Macheret points out with considerable emphasis, the Swiss
cantons are vigorous in the defence of their distinctive cultures and cultural
policies. Nonetheless, the central government plays a much larger role in higher
cducation than is the case in either Canada or the United States. Partly this is
attributed to the constitution, which gives to the central government direct
control of and responsibility for certain institutions and programs within the
higher education system. Partly it results from federal legislation, authorizing
grants to cantonal universities and creating both a science council and a national
conference of universities.!4 But partly also, it seems to reflect a different
appreciation of the need to coordinate higher education efforts in response to
the globalization of economic competition and the regionalization of world
trade. Mzcheret makes a further point about the organization and management
of universities that strikes a well-known chord, at least for students of Canadian
federalism. Noting that universities arc everywhere characterized by the pri-
mary loyalty of their faculty members to disciplines and departments, Macheret
argues that the university is itself a federal institution: a veritable community
of communities!!3

Germany has a rather different constitutional arrangement from the other
federal systems, with its emphasis on concurrent jurisdiction and its provision
for framework legislation at the centre and wide discretion in implementation
at the regional level. This has permitted the central government to regulate
aspects of German universities that in other federal systems would be the
responsibility of regional governments or the institutions themselves.

But as Ulrich Teichler emphasizes in his paper, this has not eliminated
regional resistance to central coordination, nor has it ensured that central
regulation is always efiective. He makes the telling point that coordination from
the centre worked reasonably well in a period of growth, but not so well when
growth gave way to stability. Moreover, he notes the cfforts of at least one
central minister of education and science to move away from coordination
through regulation, in favour of differentiation through competition. This, if
successful, would move the German system in the direction of higher education
in the United States. It may be of interest to note that this approach was also

:ommended recently by a three-person commission of inquiry in Ontario, of
which the chair of this colloquium, Ronald L. Watts, was a member.! This is
likely to be an issue of continuing interest in the search for a balance between
decentralization and coordination, particularly in federal systems.

Itis in Australia that the most dramatic ¢! ~uges have been made recently.
Given the nature of the Australian constitutiun, which places responsibility for
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education firmly in the hands of the regional governments, the control and
direction now exercised by the central government and the extent of the
consolidation now underway are little short of amazing. The change, as de-
scribed so clearly by Smith and Wood, was made possible by the central
government’s preeminent fiscal position. But it is at least as interesting that the
arguments cited to justify this massive centralization are very similar to those
identified by Macheret in relation to Switzerland and Europe.

Smith and Wood have touched a nerve that is particularly sensitive in federal
systems, where responsibility for economic development gencrally falls to the
central government while responsibility for higher education generally rests
with regional governments. The explanation of the resultant policy conundrum
in Australia is worth quoting at some length. It captures the essence of one of
the major challenges facing virtually every federal system. At the heart of the
problem, Smith and Wood suggest, is “the nexus between the technology base,
export earnings, and intellectual skills (or the knowledge base).”

The creative exploitation of this nexus presents a formidable challenge, involving
as it does education and training; retraining; rescarch; improved technology
transfer; the development of scientific and technological skills; and an improved
international outlook. ... Nowhere is the challenge — and opportunity — greater
than in the higher education system, because it is in it that much of the rescarch

and development capacity of Australia is to be found. And rescarch and dcvclo?—
ment is the activity through which the nexus may be exploited most effectively. 7

Smith and Wood proceed to chronicle the steps taken by the central government
to rationalize and coordinate higher education in Australia, particularly in the
wake of the 1988 White Paper. They describe this, as noted earlier, as a move
from “soft federalism” to “hard federalism,” a distinction marked essentially
by the determined intrusiveness of the central government.

The role of the central government in higher education in Switzerland and
Germany is certainly more intrusive than anything known to Canada or the
United States. But more than this is involved in the extensive coordination that
has been attained in the first two of these federations. First. Germany’s unique
bicameral federal legislature (the Bundesrat) affords regional governments
direct participation in the formulation of such federal legislation as the Frame-
work Act for Higher Education. Of more direct relevance to other federations,
however, are the several nongovernmental or quasi-governmental national
bodies that exercise real influence in the formulation of public and institutional
policies in both European federations. Perhaps most significant are the practi-
cal, contractual, agreements berween regional governments which achieve
interregional and even nation-wide coordination in some areas withoui neces-
sarily involving the central government.

Canada’s Council of Ministers of Education, with its subcommittee of
ministers responsible for higher education, was modelled in part on Germany’s
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Permanent Conference of Ministers of Culture, but it has not acquired a similar
capacily 1o coordinate regional policies. Smith ar d Wood note in a similar vein
that while the Australian staies 100k steps to coordinate higher education within
their boundaries, “there was only limited coordination in higher education
matters between states.” '8 Canadians, in particular, might wish to consider the
possible advantages of strengthening interprovincial coordinating mechanisms
as an alternative to federal-provincial or, indeed, unilateral federal initiatives.

Several of the papers shed light on a further aspect of the organization and
management of higher education: institutional autonomy. Indeed, this continues
10 be a common feature of higher education across all of the systems examined
here. It is clear, however, that institutional autonomy is not the peculiar property
of any specific form of governance. The United States and Canada, for instance,
leave the determination of faculty salaries and working conditions almost
entirely to individual institutions, and in both systems the facuities of a number
of universities and colleges have chosen to bargain collectively under appli-
cable state or provincial labour relations laws. In Germany, by contrast, these
matters are largely incorporated in federal ]cgis]ation.19

Australia has taken a dramatic course in this respect, introducing a system
of nation-wide bargaining and arbitration in 1986, with faculty members rep-
resented by the Australian Association of Academic Staff and the universities
by the Australian Higher Education Industrial Association. Significantly, the
central government has not accepted responsibility for funding at the level
awarded by the arbitrator. While Smith and Wood caution that the outcome of
centralized bargaining will not be clear for some time, they assert nonetheless
that the consequences will be “every bit as momentous for the academic
enterprise” as the forced integration and consolidation of higher education
institutions that followed the federal White Paper of 1988.20

Pierre Cazalis makes a particularly telling point in emphasizing the extent to
which the pursuit of coordination within the tradition of institutional autonomy
puls a premium on strategic planning and management at the institutionaj level.
Yet he observes at the same time that the capacity for strategic planning is not
the most notable characteristic of university leaders.”!

Perhaps the last word on the topic of institutional autonomy properly belongs
to the Rector of the University of Fribourg, Augustin Macheret. His light-
hearted comments on faculty suspicions of useless schemes for centralization
and his reminder that a good university organization is necessarily decentral-
ized and participative, nicely capture the essential paradox of institutional

autonomy: the source of dynamism and creativity, but also of disintegration and
incfficiency.??
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FINANCING HIGHER EDUCATION

Financing higher education is in all of the federal systems a joint responsibility
of the central and regional governments. Within this commonality, however,
there are wide variations in the respective roles of the two orders of government.
Australia stands at one extreme, the central government having assurmed the
entire responsibility for funding universities, and simultancously climinating
student tuition fees, in 1974. The central government has used this fiscal
preeminence to shape the nature and development of the higher education
system, most notably as the carrot to induce state-incorporaied universities to
join the unified national system introduced in 1988. Australia has backed away
from its almost total dependence on central funding in recent years. Not only
are states reentering the field, in pursuit of state training objectives, but the
decision to eliminate tuition fees has also been rescinded.

The United States stands at the opposite extreme from Australia, with the
central government providing only approximately 20 percent of the total sup-
port to higher education, almost all of it for research and student aid. It is worth
noting, however, that the choice of these funding targets, and the associated
allocative mechanisms, serves a strategic policy objective as well. By funding
students and researchers, rather than institutions, the central government fosters
institutional competition (for the available funds) and thereby promotes insti-
tutional diversity and research excellence. The other noteworthy feature of the
financing of higher education in the United States is the relatively heavy
dependence on tuition fees. This, in turn, is partly a reflection of the public-
private dichotomy, with private institutions obtaining almost 40 percent of their
revenue from this source, compared with less than 15 percent for public
institutions.23 Significantly, the proportion for public institutions in the United
States is almost identical with that for all universities in Canada, where fees
provided approximately 14 percent of operating income in 1986-87.

Turning to Canada, we encounter the most ambivalent role played by any of
the central governments. While its support of research is extensive, its indirect
support of universities via unconditional transfers to the provinces is without
specific purpose, beyond intergovernmental equalization. On the other hand,
the federal and provincial governments participate jointly in the provision of
student aid, with provincial assistance stacked on top of federally guaranteed
and subsidized loans (and with Quebec operating a wholly provincial scheme
to which the federal government makes an equivalent fiscal transfer).

The financing of higher education in the European federal systems is joint,
but the contributions of the central governments are not always as significant
as might perhaps have been expected. In Germany, Teichler puts the central
government’s share, calculated in respect of capital construction, student aid,
reform experiments, research, and international exchanges, at 17 pcrccm.24 For
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Switzerland, Augustin Macheret puts the central government's share of base
operating funding at 16 percent, with capital grants ranging from 25 percent to
60 percent of construction costs, depending on the fiscal capacity of the canton
concerned.2’ Belgium’s situation is, of course, unique, with the central govern-
ment still exercising the preeminent role in public finance, and the linguistic
communities only now beginning to come te grips with their responsibilities in
relation ta the funding of higher education. As Ignace Hecquet notes, the whole
structure of uriversity finance is currently under discussion in Belgium.26

Macheret’s paper draws attention to what appears to be a growirg trend in
the financing of higher education: the use of 1argeted grants, ear-marked for
specific purposes. In the case of Switzerland, these are employed by the central
government to promote nation-wide objectives. In Canada’s case, they are used
by provincial governments to influence institutional policies and priorities. It
appears that in Australia both purposes are pursued.

Perhaps the most important point with respect to the financing of higher
education remains to be made. Although the data in the several papers do not
support a definitive conclusion on this point, they do suggest that funding levels
in Australia, Belgium, Canada, Germany, and Switzerland were severely con-
strained through the 1980s. Certainly this is true for Canada, where funding
levels were held constant in real terms while enrolment increased by some 20

percent. Similarly in Belgium, Ignace Hecquet notes that funding levels per
student fell by 29 percent after 1975.27 In contrast, Trow indicates that state
operating support in the United States increased over the decade by 23 percent
after adjustment for inflation. This suggests that the priority assigned to higher
education in the United States has been increasing relative to the other federal
systems. Significantly, this priority manifests itself in state, rather than central,
government expenditure decisions.

STUDENT ACCESS AND MOBILITY

1t is significant that in every one of the federal systems examined here, the
czntral government is involved in programs of student aid designed to promote
access to higher education. At the same time, there is an cvident difference
between the continental systems (Australia, Canada, and the United States) and
the European systems which are territorially more compact. Questions of
student access and, in particular, student mobility loom larger in the latter
systems. This is no doubt partly a simple reflection of the distances involved,
with mobility between regions arising more frequently and therefore posing
more salient issues for public policy in European federations. In the continental
systems, quastions of access are primarily questions of admission to institutions
within the state or province of residence.
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Partly also, this difference may reflect differences in political cultures. This
is most pronounced in Germany, where the constitution itself has been interpre-
ted to prohibit regional barriers or preferences with respect to student access.
This constitutional interpretation evidently has popular support as well. As
Teichler observes: “Cultural diversity is permissable but it is generally consid-
ered undesirable to establish regional barriers concerning access to education
and to any form of employment.”28

This is not to say that questions about access and mobility do not arise within
the continental federations. Certainly for some Canadizn provinces the influx
of students from other provinces carries significant financial costs. No Cana-
dian province yet levies higher tuition fees for out-of-province students, al-
though there are no legal constraints that prevent them from doing so. Some
American states do make use of this device.

Another question that does arise in continental systems concerns improving
access for groups traditionally underrepresented in higher education. Federal
student aid policy in the United States is designed in part to increcase the
participation of Black and Hispanic students in particular. In Canada and
Australia concern is growing in respect of aboriginal peoples.

In the European context, access to higher education and to subsequent
professional employment are evidently closely linked. Teichler points out, for
example, that it was the constitutional right of Germans to choose a profession
that led to decisions prohibiting regional barriers to mobility and access.
Judicial decisions within the European Community may have even more far-
reaching consequences, with the ruling that higher education falls within the
definition of professional training and therefore within the jurisdiction of the
Treaty of Rome. Macheret notes that even in a federal system not actually part
of the Community, questions of mobility and access within Switzerland are
driven by the larger agenda of Europzan economic integration and the free
movement of labour. Hecquet, meanwhile, describes some of the complications
posed for Belgium’s linguistic communities vy the influx of students from other
parts of the European Community.

It is important to note the extent to which policies respecting access and
mobility within the European federal systems are the products of interregional
agrcements as well as ceniral government policy or central-regional arrange-
ments. The Swiss case is particularly instructive. An intercantonal agreement
has operated since 1979, providing per-capita transfers for students studying in
another canton. Even more impressive, at least potentially, is the interinstitu-
tional agreement worked out by the Conference of Rectors in 1989, designed
to facilitate mobility by standardizing the recognition of credits and credentials.
By way of contrast, such standardization does not even exist within Canadian
provinces, although in fairness the institutions themselves generaliy accept
each other’s transcripts at par.
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Any comparative study of student access and mobility must confront the
issue of tuition fees, and the question of whether fees do constitute significant
barriers to access. Evidence is not decisive on this point, but it seems to suggest
that tuition fees play at most a minor role in influencing decisions to attend
university. The experience of the several federal systems with respect to tuition
fees has been quite different, the European systems generally shunning fees and
the North American systems incorporating fees as an integral part of their
policies on the financing of higher education. Without suggesting any causal
connection, it is at least worth noting that participation rates in Canada and the
United States are substantially higher than in Europe.

Australia presents a particularly fascinating record in this regard, having
abolished fees in 1974 only to reinstate them in 1989. What is particularly
fascinating is the manner in which fees are collected under the new Higher
Education Contribution Scheme (HECS). Students may pay a fee at the time of
registration or defer payment until after they have graduated. In the latter case,
repayment takes the form of an additional income tax levy, and is payable over
a period of years after the student’s income reaches the labour-force average.?®
Ideas along the lines of the Australian scheme have been under discussion in
North America for some time, and at least in Canada’s case have been recom-
mended by several recent government commissions. None has yet been im-
plemented, however. Usually, the proposals call for direct loans to students,
with repayment contingent on post-graduation income. The Australian version
appears to have some advantage in terms of simplicity.

Student aid is, in fact, one of two areas in which central governments play
significant roles in all of the federal systems. The other area is research.

PLANNING AND FUNDING OF RESEARCH

Every federal system faces the same basic issue with respect to research: how
to coordinate the research effort to promote selective nation-wide prioritics
within a decentralized university system. As several papers demonstrate, the
responses to this issue are numerous and varied.

One response that has actually been pursued only in Australia is worthy of
brief comment. This is the idea of a national, research-intensive university
designed to provide leadership by example. The record of the Australian
National University in this regard has certainly been significant. The failure,
much carlier, of efforts to establish a University of the United States deprived
that federation of what Trow refers to as a “capstone institution,” one that
eventually would have governed, shaped, and surely constrained the growth of
graduate education and research universities in the United States.*©

‘The more common approach in federal systems has been to separate research,
at least to some extent, from other aspects of higher education and thereby to
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facilitate a larger role for the central government in relation to research. This
approach enjoys constitutional recognition in Germany and Switzerland, both
of which place research on the list of legislative responsibilities of the central
government. In Belgium, the continued constitutional preeminence of the
central government leaves it with the duminant role in research. Indeed, in all
of the federal systems examined here, the ¢ "utral government plays the preem-
inent role in relation to research. There se:'ms always to be a measure of
ambiguity in this approach. In both Germany and Belgium, for example, where
the authority of the central government is clear, a large part of total government
funding of research is channelled through general operating grants to universi-
ties.

This draws attention to the question of direct and indirect costs of research.
The United States government has followed a policy of covering indirect
institutional costs, over and above direct grants to researchers. As Trow notes,
however, this has recently run into difficulties with the discovery that one of
the most prestigious universities, Stanford, had been “padding” its accounts.
Canada does not cover indirect costs, with the result that research-intensive
universities suffer a relative fiscal penalty. Several provinces have recently
moved to ameliorate this problem.3! The discussion of this issue prompted
Ulrich Teichler to note that such an argument would not arise in Germany, where
institutional budgets are expected to cover research overheads.32 The details of
these different approaches might well be investigated further.

One common variation on the theme of separate treatment of research is the
establishment of research institutes, distinct from or only loosely associated
with universities. This allows the central government to pursue its research
priorities without the encumbrance of competing institutional objectives. At the
same time, it institutionalizes those very priorities, reducing future flexibility
and adaptability.

Australia has recently embarked on a radically different approach, separating
the research and teaching functions within universities. This is mostly the
product of the dissolution of the binary post-secondary system. Where pre-
viously research was the responsibility of only some post-secondary institutions
(the universities) it is now to be the responsibility of only some faculty members
within larger and more comprehensive institutions.>? The consequences of this
will certainly bear watching.

Planning and funding of research typically fall to councils or commissions
with nation-wide responsibilities and substantial academic representation. In
some cases, separate councils deal with distinct disciplinary groupings. These
research councils scem to work well in administering peer-adjudicated grants.
They do not seem to work so well in promoting coordination or in formulating
strategic research objectives. It is evident that the federal states examined here
are still wrestling with the qugstion of how such objectives can be determined
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and administered effectively. Martin Trow draws attention to the competition
that necessarily exists between the seemingly limitless demands of “big sci-
ence” and the claims of “small science” within universities. Robert Smith and
Fiona Wood observe, in the same vein, “a growing appreciation that for
relatively small countries like Australia, concentration and selectivity are
essentials in any national research polic:y."3

Australia and Canada have recently taken very similar steps in pursuit of this
concentration and selectivity. Both have created special advisory bodies on
science with direct access to the prime minister. And both have established
programs of networks of centres of excellence, designed to draw personnel from
several universities and from industry into research teams working on projects
of national strategic importance.

CURRENT ISSUES

The coordination and direction of research remains perhaps the most critical
challenge to higher education in federal systems. If it is the most critical
challenge, it is not by any mecans the only onc. By way of conclusion, it is
appropriate to raise a number of issues regarding higher education which
currently face both university and public policymakers.

For some of the systems considered here, federalism itself constitutes an
issue of major importance. Certainly this is the case for Canada, where the very
constitutional bargain is at risk. A variety of more practical problems surround
this central issue, not least of which is the need to work out a more satisfactory
federal-provincial accorimodation than that currently embodied in the uncon-
ditional block transfer arrangement known as Established Programs Financing.

Federalism is an issue elsewhere as well. Certainly it is a pressing concern
in Belgium, as the transition to a complex and asymmetrical arrangement
continues. And, of course, Belgium’s future will be shaped within the broader
framework of European integration, itself an emerging federation. The prospect
of federal systems within federal systems certainly poses challenges to the
management and financing of higher education.

A sccond issuc that is raised in particular by the experience of the European
federal systems is the possibility of more cffective interregional, and perhaps
even interinstitutional, cooperation and coordination. None of the three conti-
nental federal systems have been particularly successful in this regard, although
Canada has the basic machinery in place.

The question of coordination raises, in tum, th~ fundamental issue of the
rclative advantages of regulation over competition: coordination through reg-
ulation, or diversity through competition. Coordination through regulation
certainly can yield a high degree of standardization, as the experience of
Germany attests. But that same experience prompted Teichler to raise the
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associated problem of institutional iner ia. Even in the case of the United States,
the bastion of diversity and institution.' competition, Trow expresses deep
concern over the growth in bureaucratic .=gulation associated with central
government interventions designed to protect and promote civil rights objec-
tives.

This takes us to the question of the instruments employed to pursue the policy
objectives of two orders of government in relation to higher education and
research. Different instruments will be appropriate to different federal systems,
but there does seem to be merit in considering closely the advantages of
separating support for specific policy objectives from the support of institu-
tions. This approach fits rather naturally within the principles of federalism,
facilitating as it does the regulation and funding of institutions by regional
governments and at the same time the pursuit of the specific policy objectives
of central governments within those institutions. If the latter are supported at
or close to their full costs, then problems associated with the distortion of
regional priorities can be minimized, and the capacity of institutions to make
choices in pursuit of their comparative advantages can be maximized. Of
course, the recent experience of the United States with respect to research
overheads raises the ever-present issue of institutional accountability.

The relation between research and public policy raises a special set of
problems. Several papers raise questions about possible tensions between the
objective of research of high quality “nd the objective of research as an
instrument of public policy. These questions and issues defy easy resolution.
And as the private sector is increasingly drawn into the equation, questions
about what and whose interests are being promoted, and who is setting the
objectives and priorities, seem destined to intensify. These questions are diffi-
cult in themselves. They are rendered even more difficult with the involvement
of two orders of government.
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Higher Education in Federal Systems:
Canada

David M. Ccimeron

CANADIAN FEDERALISM

Canadian federalism is in crisis. Little can be said with confidence about the
outcome of this crisis at the moment, except that federalism in Canada is under
immense pressure, which is only likely to increase. Federalism is unlikely to
survive as it is. It may not survive at all.

The crisis was triggered by the failure of the proposed Constitution Amend-
ment, 1987 popularly known as the Meech Lake Accord.! This package of
constitutional amendments had initially been endorsed by all 11 first ministers,
but had been ratified by only nine legislatures when the three-year time limit
ran out on 23 June 1990.% Its failure struck a serious blow to Canadian
federalism.3 Most serious, perhaps, was the shadow cast by the evident rejection
of Quebec’s minimum demands for accommodation within a federal constitu-
tion, and the faiture of the intergovernmental process through which tentative
accommodation had been reached. The immediate aftermath has witnessed a
surge of nationalist sentiment in Quebec, united in support of greater powers if
not outright sovereignty for the province. At the same time, the Government of
Quebec has affirmed its refusal to participate in further constitutional discus-
sions, except bilaterally with the federal government.

The Canadian constitution is built upon the uncasy marriage of federalism
and parliamentary government. The two principles pull in opposite directions:
parliamentary government concentrates power in a central executive, while
federalism divides power between two orders of government on the basis of
legislative jurisdiction. The initial constitutional design gave preeminence to
parliamentary government in a highly centralized arrangement that K.C.
Wheare was moved to describe as quasi-federal at best.* Centralized govern-
ment was at odds with the linguistic, cultural, and cconomic diversity of
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Canada’s provinces, and in a transformation as profound as it was gradual,
centralization yielded to provincial maturity. The courts, including the Judicial
Committee of the Privy Council of the United Kingdom, played no small part
in this transformation.

The concentration of executive power in cabinet, the essence of the parlia-
mentary system, has thus come to characterize two coordinate orders of govern-
ment. Unencumbered by an upper chamber representing provinces in the federal
lcgislaturc,S provincial cabinets and their first ministers, usually in firm com-
mand of their own legislatures, have emerged as forceful representatives of
provincial interests. In this, they negotiate with their federal counterparts on
matters of overlapping jurisdiction and mutual interest. Thus arises what the
late Donald Smiley described as executive federalism: “the relations between
elected and appointed officials of the two orders of govcmment."6

The Constitution Act, 1982 changed the nature of Canadian federalism.
Despite overwhelming opposition from Quebec, a Charter of Rights and Free-
doms was added which, by virtue of its protection of mobility and minority
education rights, ran head-on into Quebec’s established policies of official
unilingualism and francization, policies which lie at the very heart of the
province's determination to preserve its linguistic and cultural distinctiveness.
More than this, the new constitutional package ceded to the federally-appointed
Supreme Court the ultimate power of judicial review, ensuring the superiority
of the court's interpretation of Charter rights over both federal and provincial
legislation. Further, it scrapped the traditional amending procedure, formalizing
the participation of the two orders of government, but denying to any province,
including Quebec, veto power over the transfer of responsibilities from provin-
cial to federal jurisdiction and requiring legislative ratification of proposed
amendments. It was the dynamics of this last change which were played out
with such awesome potential consequences in the Meech Lake debacle.”

It would be folly to suggest that the failure of the Accord means that the
break-up of the Canadian federation is inevitable. That is a distinct possibility,
however. There are, of course, other possibilities. One would be a transfer of
federal legislative powers to all provinces, sufficient to meet Quebec’s distinc-
tive requirements.

Another possibility would be an asymmetrical structure in which Qucbec
would assume powers exercised elsewhere by the federal government. There is
already a degree of asymmetry in the Canadian federal system. The question
here is not whether asymmetry is feasible, but whether a balance could be found
which not only accommodated Quebec’s distinctiveness but also preserved an
attachment to the broader, national, community sufficient to sustain a federal
system.

Either outcome would be filled with irony, since the attacks on the Meech
Lake Accord, including that of former Prime Minister P.E. Trudeau, were based

—
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on two principal arguments: that the proposed amendments were too decentra-
lizing and that no one province should enjoy distinctive status. There may well
be other possibilities. If so, they will no doubt be canvassed in the coming
months. The more serious problem is probably the collapse of the intergovern-
mental negotiating process itself.

Higher education did not surface as an issue in this constitutional debate. But
higher education is never far below the surface of Canadian federalism. Indeed,
to a very large extent the politics of higher education in Canada is the politics
of federalism. This has been so for a long time.

FEDERALISM AND HIGHER EDUCATION

The first degree-granting institution in what is now Canada, King’s College in
Nova Scotia, was established in 1789 and received its Royal Charter in 1802.8
Several others, including Queen's, McGill, Laval, and two additional King’s
Colleges (one of which formed the nucleus of the present University of Toronto,
while the other eventually became the University of New Brunswick) were
incorporated in the first half of the eighteenth century, all by Royal Charter.
These were modest operations, even by contemporary standards. At the time of
Confederation in 1867, there were only about 1,500 university students in all
of Canada, and only five institutions had as many as 100 students.’

The major issue for public policy at the time had to do with public versus
church control and support of colleges and universities. This “university ques-
tion” hedeviled all of the provinces through the sccond half of the nineteenth
century, and it is small wonder that the British North America Act in 1867
assigned full responsibility for education, along with hospitals, insane asylums
and cleemosynary institutions, to the provinces.!?

The advent of science, and its handmaiden technology, transformed the local
and private nature of higher education beginning in the late nineteenth century.
Universities took on a new importance for public policy which, in turn, raised
new issues for Canadian federalism. The federal government moved as carly as
1874 to establish the Royal Military College in Kingston. This was justified as
a measure falling within the federal government’s jurisdiction over national
defence, but in this it established the principle that higher education, while itself
a matter of provincial jurisdiction, might serve also as an instrument of public
policy in areas of federal jurisdiction.

That principle lay at the heart of a debatc in the carly years of the twenticth
century over responsibility for technical education. Was it a matter of education,
and therefore wholly within provincial jurisdiction? Or had it more to do with
econamic development and federal responsibilities? In typical Canadian fash-
ion, advice was sought from a royal commission, appointed by the federal
government in 1910 with the support of all provincial premiers.!! Two years
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 laier, and even before the royal commission had reported, the federal govern-

ment began supporting agricuitural education. In this case, several provinces
had already established agricultural colleges, so the model employed in the
training of military engineers was preempted. Instead, a new instrument was
introduced into the arsenal of federal-provincial diplomacy: the shared-cost
program. The federal government offered grants to the provinces totalling
$1 million" per year for ten years “for the purpose of aiding and advancing the
farming industry by instruction in agriculture.”!2

The first World War gave new significance to science and technology. This
time, the federal government acted more boldly. In 1916, it created the National
Research Council GVRC), initially to undertake applied research in support of
the war effort. The NRC estabiished the federal government’s preeminence in
the field of research. In this, it chose to bypass the provinces altogether, making
direct grants to university professors.

It was the second World War and its aftermath that brought forth the most
dramatic federal involvement in higher education. Under the Veteran's Reha-
bilitation Act, the federal government made grants to the universities on the
basis of $150 per veteran (as well as tuition and living allowances paid to the
individual). And just as this scheme was terminating, the federal government
in 1951 accepted the advice of another royal commission!3 and instituted a
general scheme of grants to universities calculated on the basis of $.50 per
capita of provincial population (a total of $7.1 million was provided for
1951-52).

This initiative led to an impasse between the federal government and Quebec.
After one year, the premier of Quebec instructed the universities of the province
to refuse the federal grants. The stand-off lasted until the end of the decade
when it yielded to another innovation in fiscal federalism: contracting out.
Under this arrangement, the federal government undertook to transfer corporate:
income tax room to the government of Quebec equivalent to the amount of funds
that would otherwise have been earmarked for universities within the prov-
ince.'4

By this time, university enrolments were skyrocketing and all of the provin-
cial governments were scrambling to find the resources necessary to support
massive expansion. Both orders of government jumped in. The federal govern-
ment unleashed a veritable arsenal of programs, including capital aid through
the newly-established Canada Council, mortgage financing of student resi-
dences through the Central (now Canada) Mortgage and Housing Corporation,
and loan guarantees and subsidized interest charges under the Canada Student
Loans ngram.15 Federal expenditures on rescarch also increased

*  Note: Unless otherwise noted all dollar ($) amounts shown in this chapter are for

Canadian dollars.
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dramatically, from about $1 million at the end of the war to over $10 million in
1959, and to more than $40 million by 1966.16 Provincial efforts were no less
prodigious. Over the decade of the 1960s, for example, provincial expenditures
on higher education increased almost seven times (from $270 million to $1.8
billion), enrolment increased three times (from 114,000 to 316,000), expendi-
ture per student more than doubled (from 32,400 to $5,700), and grants to
universities rose from 9 percent to almost 14 percent of total provincial govern-
ment expenditures.

All of the provinces were showing interest in a general restructuring of
federal-provincial relations. including support for higher education. The federal
government moved preemptively, announcing in 1966 its intention to assume
complete responsibility for the vocational training of adults already in the
iabour force, while scrapping direct grants to universities {these had, mean-
while, been increased from $.50 to $5.00 per capita) in favour of a shared-cost
arrangement with the provinces.

The scheme, which took effect in 1967, involved a transfer of equalized tax
points!? and additional cash grants sufficient to bring the total transfer to 50
percent of the operating expenditures of post-secondary institutions in each
province.!® The wealthier provinces had initially expectzd the transferred tax
room to cover the costs of university support. This did not happen, and the
federal government found it had signed a virtual blank cheque, with annual
increascs in transfer payments exceeding 20 percent. The federal government
began looking for ways to control its liability. in 1972 a I5 percent ceiling was
placed on annual increases in federal transfers, while the search for a more
permanent solution continued. This brings us to the eve of the contemporary

era, and here we turn first to a consideration of the organizational structures of
higher education.

THE ORGANIZATION AND MANAGEMENT OF
HIGHER EDUCATION

The organization of higher education in Canada is the product of historical
evolution and provincial policy. In this, it reveals botb significant differences
and striking similaritics across the ten provinces. The early universities were
virtually all denominational in character. Provincial policy, on the other hand,
has fostercd public institutions. The manner in which these two forces were
integrated goes to the heart of the organization of universities.

The four Atlantic provinces show quite distinct patterns. Nova Scotia had the
most cxtensive network of denominational colleges and, perhaps more import-
ant, the most passive provincial policy.!? That passivity continucd through the
period of rapid growth beginning in the 1960s, with the resuit that there are now
no fewer than 13 degree-granting institutions for a population of just over
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900,000.29 New “;runswick, on the other hand, followed the recommendations
of a royal comn.ission in the early 1960s by concentrating its English and
French programs into the University of New Brunswick (UNB) and the
Université de Moncton. Two small, denominational institutions remain: Mount
Allison University and St. Thomas University. The latter was, however, moved
to the Fredericton campus of UNB (Mount Allison, meanwhile, is located
almost on the border with Nova Scotia, in Sackville.) Prince Edward Island
demonstrated that sometimes decisive government action is the surest route to
instituiional reform. In 1968 the premier issued an ultimatum that there was to
be but one publicly-supported university on the island, and so there is. The
University of Prince Edward Island was established a year later, absorbing two
smaller colleges. Newfoundland is Canada’s newest province, joining the
federation in 1949. At ihe time it had only a small junior college, and thus was
spared the denominational conundrum. Newfoundland has developed its single
provincial university, Memorial, into the largest in the Atlantic region.

Quebec went through a major transformation of its social and political
institutions, beginning in 1960 and subsequently characterized as a “quiet
revolution.” Higher education was very much a part of this revolution. Three
French-language, Catholic universities (Laval, Montréal, and Sherbrooke) were
transformed into public institutions, while the English-language Concordia was
created by merging a college formerly operated by the Jesuits with a university
sponsored by the YMCA. Two other English-language universities continued,
McGill in Montreal and Bishop's in Lennoxville, the latter abandoning its
Anglican Church control. Perhaps the most ambitious aspects of the educational
reforms involved the creation of a new kind of institution, the Colleges
d’enseignement général et professionnel (CEGEPs), and a new, multi-campus,
provincial Université du Québec. The former offer two-ycar general academic
programs that bridge high school and university, while the latter serves to
demonstrate both the direction of provincial policy and the limited capacity of
provincial governments to redirect the woik of established institutions. The
Université du Québec was designed to concentrate on undergraduate programs
of the highest priority to public policy, especially teacher education, and was
organized along what were then quite novel principles involving teaching
modules rather than departmentalized programs. It has had littic impact on the
rest of the university system, however, and its flagship campus in Montreal was
recently granted substantial autonomy, including the right to grant its own
degrees.

Ontario managed its way through the great expansion of the 1960s without
a comprehensive plan, but with considerable success in building a differentiated
university system. Ontario had refused since Confederation to support denom-
inational institutions. Moreover, it had succeeded in persuading Victoria
(Mecthodist), Trinity (Anglican), and St. Michael’s (Catholic) to enter into
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federation with the University of Toronto, beginning in 1884. Queen’s and
Western chose to remain separate but nonetheless dropped their denominational
connections. Several other colleges followed suit, under pressure of postwar
growth, while a few universities were created as public institutions de novo.
Ontario entered the contemporary era with a network of 16 universities.?!

The four western provinces entered the realm of higher education later than
their eastern counterparts, and as a result were able, for the most part, to by-pass
the denominational college phase. The partial exception is Manitoba which, in
this as in so many respects, stands as the bridge between east and west in
Canada. Manitoba did, like other western provinces, insist on a single provincial
university, but the University of Manitoba had a difficult time getting estab-
lished and was for many years more a collection of colleges than a university
in its own right. Indeed, it was the University of Manitoba that pioneered the
idea of federating a number of denominational colleges with a provincial
university. The pressures of growth led each of the western provinces to give
up on the idea of a single provincial university after 1960. British Columbia
elevated Victoria from junior college to university status, and created a new
university, Simon Fraser, almost literally overnight. In doing this, it established
a new legislative framework, a single universities act governing all three
institutions. Alberta and Manitoba followed this example but took it a step
further, providing for the establishment of individual universities by mere
cabinet oider.?? Alberta created both the Univereity of Lethbridge and
Athzbaska University in this manner, having first granted autonomy to the
Calgary campus of the University of Alberta. Manitoba gave autonomous status
to two former affiiiates of its provincial university which became, in turn,
Brandon University and the University of Winnipeg {formerly United College).
Saskatchewan held to its one university policy the longest, but in response to
bitter conflict between two campuses it was forced to separate the University
of Regina from the University of Saskatchewan, the latter continuing with but
one campus in Saskatoon. British Columbia recently announced its intention to
create a fourth university, The University of Northern British Columbia, in
Prince George.

Leaving aside federated and affiliated coileges and institutes, the structure
of higher education in Canada consists of 54 degree-granting institutions. If the
constituent units of the Université du Québec are counted separately, the
number increases to 59. The principal universities of Canada, by province, are
listed 1n the appendix.

The contemporary structure of universities in Canada reflects several salient
characteristics. Five of these warrant particular attention here. First, and with
the very significant exception of research, which will be discussed shortly,
higher education is a provincial responsibility. Direct federal participation is
limited to the military colleges, now numbering three.23 Significantly, even
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these federally-controlled institutions offer degrees under provincial legisla-
tion.

Provincial responsibility does not necessarily translate into parochial policy.
While there is much divergence among the provinces in their approaches to
universities, there is a great deal of convergence as well. Federalism does foster
diversity in provincial policy, but it also limits the scope of diversity. Frovinces
learn from one another, and are very much influenced by interprovincial
comparisons.24 Moreover, provincial governments do not deal simply with
individual universities or even provincial systems. Universities have built
pan-Canadian and international ncetworks of associations and interest groups
which are no innocents when it comes to protecting common academic and
institutional positions. The Association of Universities and Colleges of Canada
(AUCC) and the Canadian Association of University Teachers (CAUT) arc the
two most comprehensive interest groups. Despite their denominational and
private origins, all of the major universities in Canada are now provincially
funded public institutions, in fact if not necessarily in legal fiction.23

The second salient characteristic of Canadian policy on higher education has
been a remarkable respect for institutional autonomy. This has not always been
by design. Most provinces have not tried seriously to intervene directly in the
operations of universities. But when it has even appeared that they might, the
reaction has usually been fierce. One such instance arose in Alberta in 1974
when the government considered adopting an omnibus statute incorporating all
forms of technical, vocational and advanced education. The universities
blocked t+~ move to include them, successfully charging an invasion of aca-
demic freedom.26 The upshot of this is weak provincial policy, at least in the
sense of directing universities to support defined public policy objectives. The
1976 OECD review was particularly critical of this characteristic of Canadian
education policy generally. Not much has changed since 1976:

Canadian educational policy is ... clearly approaching a danger zone, in which
more is at risk than simply the quantity of finance available. The virtues of an
essentially pragmatic cducational policy will be tested in the extreme. If those
responsible for educational policy are not promptly able to base the development
of school and edication on a firm goal-ariented footing, then they risk being
pushed to the side in the general political competition for resources. 1

Until recently, the common instrument of choice in provincial-university rela-
tions was the intermediary or buffer agency. This constitutes the third charac-
teristic of university policy in Canada. At one time, ecvery province save
Newfoundland, with its single university, boasted a buffer agency. Even Prince
Edward Island created one, with responsibilities for the provincial university
and the community college. It is perhaps equally significant that no province
sought tighter control or coordination of its universities, either through
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multi-campus provincial institutions or provincial boards of regents. Only
Quebec tried a multi-campus university, and it remains a partial system.

Alberta was the first to abandon its buffer agency, shifting funding and
regulatory responsibilities to a provincial department. More recently, Saskatch-
ewan and British Columbia have followed suit. The multi-province Maritime
Provinces Higher Education Commission, established in 1974 and serving
Nova Scotia, New Brunswick and Prince Edward Island, faces an uncertain
future with Nova Scotia seemingly determined to chart its own course. Ontario
and Quebec have both reviewed the functions of their agencies, but decided to
leave them intact. Manitoba is the only western province to retain a buffer
agency. Governments do seem to be frustrated by their weak policy control of
universities, and the development of targeted funding arrangements, to be
discussed shortly, attests to this.

The fourth common characteristic takes us from provincial policy to institu-
tional government. The overwhelming model of university government in
Canada is bicameralism, with a lay governing board and an academic senate.
This model was initially adapied from Scottish experience and incorporated in
such early Canadian institutions as Queen’s, McGill and Dalhousie. It acquired
both its contemporary form and its almost universal application following the
Duff-Berdahl study of university government in 1966.28 Only two major uni-
versities, Laval and Toronto,?? depart from this model, both having adopted
unicameral governing structures (Laval from its origin in 1852, and Toronto in
1972). In a recent major overhaul of its government, Toronto moved a consid-
erable distance back towards bicameralism.

Finally, the pressures of growth, restraint and a resultant insecurity have
propelled many university faculty associations to engage in collective bargain-
ing, many as certified unions. Faculty certification is prohibited by law in
British Columbia, although faculty bargain collectively under voluntary
arrangements at both UBC and Simon Fraser. Alberta is the only province to
provide special legislation covering collective bargaining within universities.
Significantly, it mandates a process of compulsory arbitration in the settlement
of disputes. The other provinces have left universities to contend with private-
sector labour legislation and, consequently, with adversarial bargaining pro-
cesses and the ultimate sanction of the strike. At present, 29 of Canada’s 49
provincially supported universities have certified unions. Proportionately more
of the smaller institutions are unionized, while not all faculty members in
unionized institutions are included in the bargaining unit. Thus, while the
majority of universities have unions, less than half of all full-time faculty
members are unionized.

Unionization and collective bargaining arose primarily as faculty responses
1o government policies of fiscal restraint. In turning to a consideration of the
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financing of higher education, we return once again to the very heart of
Canadian federalism.

FINANCING HIGHER EDUCATION

The shared-cost program, introduced in 1967 and involving federal transfers to
the provinces equal to 50 percent of institutional operating expenditures, was
terminated a decade later. In its place, the federal government introduced an
unconditional block tran.fer. The arrangement extended to some health pro-
grams as well as higher education, and is known as Established Programs
Financing (EPF). It initially employed a complex formula, but this was consid-
erably simplified after 1982. Under the simplified version, EPF comprises two

- components: an additional one-time transfer of tax room (in relation to which

equalization payments are made to qualifying provinces), and annual cash
grants equal to the difference between the revenue attributed to the tax transfer
and a per capita “entitlement.” Each of these components has given rise to
intense intergovernmental disagreement.

As far as the tax transfer is concerned, disagreement centres on whether the
resultant revenue should be considered federal or provincial. The actual transfer
of tax room was effected on two specific occasions (1967 and 1977) now long
in the past, and tax revenues actuaily derived from this source are levied under
provincial legislation. Yet, by law, the federal Secretary of State is required to
report annually on federal and provincial expenditures on post-secondary
education, including the imputed yield from the tax transfer as a federal
eJq)enditure.30 This not only inflates the federal government’s annual contribu-
tion, but it also implies that the whole transfer, including the proceeds of
provincial taxation, is not unconditional but is somechow earmarked for post-
secondary education. That, in turn, leads to charges that the provinces are
diverting a portion of the transferred funds to other purposcs.“

As far as the measure of provincial entitlements is concerned, controversy
surrounds federal moves to reduce its financial commitment. The calculation
of entitlements is based on the actual per capita federal transfer under the former
shared-cost arrangement in 1975-76. Initially, this base figure was indexed to
annual increases in provincial population and GNP. From 1983 to 1935 in-
creases were capped at 6 percent and 5 percent respectively under a federal
anti-inflation program. Then, in 1985, the formula was changed to GNP less
2 percent, and in 1989 to GNP less 3 percent. In 1990 indexation was suspended
altogether for a period of two years.

The effect of these formula changes has been to program the withering away
of EPF. Capping provincial entitlements almost certainly means that provincial
revenues from the transferred tax room will increase proportionately faster, and
federal cash grants will therefore diminish. Indeed, this is already happening.

oy
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As cash transfers diminish, it will become increasingly difficult to maintain the
fiction that provincial tax revenues are somehow still federal expenditures.

If nothing else, the saga of EPF has provided Canadians with some juicy
tidbits of intergovernmental obfuscation. The Council of Ministers of Educa-
tion, Canada, representing the provinces, had this to say about the program:
“EPF is a fiscal transfer to the provinces in respect of health and postsecondary
education, not for health and for postsecondary education.”>2

Two federal officials, on the other hand, offered the following explanation:

The provinces ... read more into the proposed unconditionability of the grants than
perhaps the federal government intended. Where the federal government intended
a circumscribed unconditionality, if one can use such a cumbersome phrase, it
appears the provinces saw the new program as being more of a format for making
federal contributions dircctly to their Consolidated Revenue Funds.

Financing higher education, excepting research, is primarily a provincial re-
sponsibility. In this, provincial funding arrangements are themselves in transi-
tion. The common approach through the latter 1960s and carly 1970s was based
on an enrolment driven formula. Most provinces adopted a version of Ontario’s
scheme, by which each university’s actual enrolment was first weighted by
program, angd operating grants were then calculated by multiplying the weighted
enrolment by a specified unit value. By the latter 1970s, a combination of
budgetary restraint and anticipated enrolment decline yiclded various schemes
for discounting enrolment growth. By the mid-1980s, another idea was finding
its way into provincial grants. This was targeted or earmarked funding, by which
provincial governments allocate grants to specific categories of expenditure.
Quebec had always retained an element of targeting, particularly with respect
to salaries and enrolment growth.3? In 1987, Ontario introduced a thorough-
going scheme of targeted funding, with grants allocated via separate policy
envelopes. Nova Scotia introduced a similar scheme in 1990.

The actual levels of provincial funding pose a growing problem for univer-
sities. With some significant differences among the provinces, the overali level
of operating support has almost exactly matched inflation over the past decade.
Enrolment, meanwhile, which was supposed to decline after the postwar “baby
boom” passed through the universities, has continued to increase, primarily due
to increased participation rates for women. The result has been a reduction of
real resources per student of some 20 percent over the ten-year period from
1976-77 to 1986-87.3% Universities have had to absorb this decrease through
productivity gains, measured by increasing student-faculty ratios.3® This, in
turn, has joined the controversy aver the alleged diversioi. of EPF transfers to
bolster charges that provincial governments are “underfunding” their univer-
sities.

Not surprisingly, provincial restraint has placed increasing pressure on
student tuition fees as an alternative source of revenue. Tuition fees have been
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increasing in recent years. In 1990-91, they ranged from as low as $820 in
Quebec to $2,000 in British Columbia and the Maritimes, and contribute about
13 percent of total university operating revenue. In constant dollar terms, fees
have still not reached the levels of the 1960s, after declising s eadily through
the 1970s and early 1980s.27 In most cases, tuition fees a"e controlled by
provincial governments, either directly through regulation, or indirectly
through operating grants formulae. The exceptions are British Columbia and
the Maritime provinces whose universities, ~onsequently, charge the highest
fees.3®

The question of tuition fees leads directly to considerations of financial
assistance for students. In fact, a number of policy proposals have surfaced
recently calling for substantial increases in tuition coupled with additional
student aid, the latter often proposed in the form of income contingent repay-
ment schemes. 3’

Student assistance is currently built on the foundation of the Canada Student
Loans Program (CSLP) and its provincial complements. This program, intro-
duced in 1964, is a model of intergovernmental coordination. The federal
government, acling within its constitutional jurisdiction over banking and
credit, subsidizes student loans from commercial lenders and pays all interest
charges until six months after the student graduates. Eligibility for a loan,
however, is determined by provincial authorities. This permits the CSLP to be
integrated with provincial student aid programs which typically require stu-
dents to exhaust their eligibility for a federally-supported loan before qualifying
for a provincial grant.

The CSLP is a model of federal-provincial coordination in at least two other
respects as well. First, it has spawned regular meetings of officials from both
orders of government, providing a forum for the sharing of information and
discussion of administrative problems. Second, it has easily accommodated
Quebec’s distinctive interests. Quebec does not participate in the CSLP itself,
but operates its own loan program and receives an annual fiscal transfer from
the federal government equivalent to its share of expenditures under the CSLP.
Quebec officials do, however, participate with their federal and provincial
colleagues in intergovernmental consultations. It is but a short step from
considerations of student assistance to questions about mobility and access.

STUDENT ACCESS AND MOBILITY

The standard measure of student access and participation is the proportion of
the 18 to 21 age group actually enrolled in university.*® By this measure,
Canada’s participation rates increased from 10.9 percent in 1972-73 to 15.0
percent in 1987-88. The most dramatic component of this was the increase in
female participation. Over the same period, the rate for femalcs increased from
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9.8 percent to 16.4 percent. There are now more females than males in Canadian
universities.

A recent Senate committee developed a different, but revealing measure of
participation, the proportion of high school graduates who proceed to
post-secondary education, either college or university. While noting a variety
of problems associated with interprovincial comparisons involving different
school and college structures,*! they found that in 1985-86 29.3 percent of all
high school graduates procceded to university, while another 23.8 percent went
on to college. This finding prompted the committee to conclude that “accessi-
bility to coliege and university in its aggregate form is not a problem of national
dimension."*?

Questions of student mobility do raise issues and problems for public policy.
Mobility can best be examined in two parts: international and interprovincial.
On the international scene, the proportion of foreign students increased steadily
until the early 1980s, when it began to decline. At the undergraduate level, the
proportion of foreign students dropped from 5.8 percent in 1982-83 to 3.2
percent in 1987-88. At the masters level, the proportion dropped from 15.0
percent to 13.1 percent over the same period, and at the doctoral level it dropped
from 27.7 percent to 24.1 percent.*3 This trend has apparently reversed itself
since 1987-88. Enrolment of foreign students overall increa.zd by 19 percent
between 1987-88 and 1989-90.4

No doubt a significant factor in the decline was the imposition of differential
fees for foreign students. This practice began in 1977 in Alberta and Ontario.
Quebec and the Maritime provinces followed suit in 1979, and British
Columbia’s universities joined in 1984. In most cases, the foreign student fee
is about double that for Canadians. Quebec has followed this course most
vigorously, and by 1984-85 forcign fees were approximately 10 times the
domestic fee.4?

By contrast, there are no differential out-of-province fees in Canada. Stu-
dents are free to attend university in another province, although provincial
student aid programs may not apply if the same program is available within the
student’s home province. On the other hand, several provinces have entered into
specific agreements to purchase places for their students in another province's
- universities. New Brunswick has such an agreement with Quebec, for example,
with respect to French language professional programs not available in New
Brunswick. The three Maritime provinces also have an agreement through the
Maritime Provinces Higher Education Commission whereby each province
pays to the others the net cost of students studying in another Maritime
province.

Most Canadian students do, in fact, study in their home province. Only 8.4
percent of Canadian students were attending universities in another province in
1985-86.%0 There is considerable variation within this aggregate figure, and
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some provinces do experience a substantial additional cost by virtue of the
number of students from other provinces studying in their universitics. The most
extreme case is Nova Scotia, where fully 25 percent of all university students
are from other provinces, while less than half that proportion of Nova Scotian
students (11.3 percent) study in other provinces. One upshot of this is that while
Nova Scotia ranks third highest among the ten provinces in the per-capita value
of its university grants, it comes seccond lowest on a per-student basis.*” Arecent
provincial royal commission seized on this as a major issue for the government,
proposing that if other provinces were not willing to pay the cost of their net
outmigration of stzdents, Nova Scotia should move to impose quotas on
inmigration.48 To date, no action has been taken on either possibility.

PLANNING AND FUNDING OF RESEARCH

The federal government has been the principal patron of research since it
established the National Research Council (NRC) in 1916. It extended its reach
via the Canada Council, established in 1957, and the Medical Research Council,
which was separated from the NRC in 1960. In 1977 the federa! government
undertook a major reorganization of its research support programs within the
three current granting councils: the Medical Research Council (MRC), the
Natural Sciences and Engineering Research Council (NSERC), and the Social
Sciences and Humanities Research Council (SSHRC). These councils provide
direct support to university rescarchers through a process of peer adjudicated
applications. Research support through the councils amounted to $532 million
in 1988-89, $306 million of it through NSERC, $177 million through MRC,
and $49 million through SSHRC. Another $145 million was provided directly
through government departmcms."'9

Federal support of research gives rise to a problem in Canadian federalism.
Federal grants cover only the direct costs of rescarch, leaving to the provinces
and the universities themselves respoasibility for all overhead or indirect costs,
not to mention the salaries of the principal investigators. A recent study by the
Canadian Association of University Business Officers estimated that indirect
costs, excluding the salaries of faculty members, were about equal to direct
costs.’® Canadian universities differ considerably in their degrees of research
intensiveness. The problem resulting from the current arrangement is quite
simply that the most research intensive institutions are penalized by a rolicy
which fails to recognize these real, but indirect, ccsts.

Several provinces have moved recently to compensate for this deficiency.
Ontario moved first, in 1987, by creating a policy envelope targeted to the
indirect costs of research, distributing the amount provided in proportion to
each university’s share of federally sponsored research grants, and covering
about 20 percent of the value of those grants. Quebec also introduced a similar
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scheme in 1987, while Nova Scotia followed suit in 1990. This remains a serious
deficiency in the federal research grant program, however.

Some provinces also provide direct support to university research. Alberta
was a pioneer in this regard, while Quebec has the most extensive program,
known as the Fonds pour la formation des chercheurs et I’aide 2 la recherche
(le Fonds FCAR). Provincial programs tend to emphasize applied research, but
one of the explicit objectives of the Quebec fund is to assist researchers in
qualifying for federal grants.

Both orders of government have recently been preoccupied with attempts to
draw university research more closely into support of economic development,
particulary by fostering closer university-industry cooperation. The federal
government, for example, announced a “matching funds” program in 1966, by
which federal research funds via the granting councils would be increased in
proportion to increased funding by industry. The program was not well re-
ceived, and earned considerable criticis' n primarily because it failed to stimu-
late new, direct, connections betweer: sj.ecific industries and universities.

The next step was taken by Ontario with the introduction of its centres of
excellence program in 1986-87. The program was sponsored by a new agency,
the Premier’s Council, armed with a $1 billion fund intended “to steer Ontario
into the forefront of economic leadership and technological innovation.”3! The
unique aspect of Ontario’s centres of excellence program was not just that it
involved both industry and universities, but that it involved researchers from
several universities in each “centre.”?

This approach was politically very attractive, given Canada’s decentralized
university system and research effort. Not surprisingly, the federal government
quickly adopted the Ontario idea, launching its own "“Networks of Centres of
Excellence” program in 1988, In this case, fourteen centres were initially
approved, involving researchers from 30 universities, as well as a number of
government agencies and at least two dozen private-sector firms, laboratories,
or industrial associations. One year later, a fifteenth centre was approved, the
ounly one in the social sciences (there were none in the humanities), involving
ten universities and two private agencies.

Canada's research effort remains a very loosely coordinated one, if one can
appropriately refer to coordination at all. This represents a major challenge to
the federation, especially if research and technological development do hold
the keys to avoiding economic marginalization in the face of intensifying
competition in the global economy. This is but one of the issues currently facing
government and universities in Canada.
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CURRENT ISSUES

The most critical current issue is the crisis facing federalism itself. Higher
education and research will certainly be affected by the course taken in response
to this crisis. The key question here is what role the federal government will
play. At present, the Established Programs Financing arrangement, with its
unconditional fiscal transfers, is programmed to wither away. Will this mean
the end of any significant federal presence apart from research, student loans,
and a few specialized services?

If so, then a recent proposal by the Senate Committee on National Finance
should perhaps receive closer attention than appears to have been given to it.
This proposal called for a shift in federal resources from EPF to research,

sufficient to permit the federal government to pay to universities the full costs,

direct and indirect, of the research it sponsors. There would be an interprovin-
cial redistribution resulting from such a shift, with Ontario and Quebec gaining
at the relative expense of the other provinces, but this merely reflects the
unequal distribution of sponsored research itself. The advantages of this ap-
proach would be considerable, especially insofar as research intensive univer-
sities would no longer be penalized in proportion to the success of their faculty
members in obtaining research grants. In the process, federal and provincial
roles would be clarified and an irritant in federal-provincial relations removed.

Reference to research leads directly to the closely related issue of university-
industry relations in general. This is central to current government policies, both
federal and provincial, vis-a-vis research. Closer ties with industry have also
become a key objective for universities themselves, as they search for alterna-
tive sources of operating and capital funds. Canadian universities are still in the
early stages of development in terms of both fundraising and collaborative
research. Development has been rapid, however, and private fundraising has
been growing significantly in recent years. We can expect to se~ further
development in this area, even if its implications are far from clear.

Government encouragement of closer university ties with industry raises, in
turn, the broader question of whether governments have sufficient capacity to
steer universities as instruments of public policy. This is primarily a question
for provincial governments, but it certainly has national implications as well.
The question comes down to this: is a decentralized system of autonomous
institutions, each exceedingly democratic in its management, the most appro-
priate structure in a situation where higher education and research hold import-
ant keys to global competitiveness?

The other side of this question is the capacity of universitics to respond to
public policy signals and directions. Insofar as higher education and rescarch
are likely to play an increasingly strategic role in terms of successful national
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and regional economic competition, then the government and management of
universities is likely to become an issue of increasing concern to public policy.

The choice here may be between tighter government regulation and direction
of universities on the one hand, and fostering greater institutional competition
on the other. The growing use of targeted funding suggests that provincial
governmeants may be inclined to the second approach, for fiscal incentives are
particularly appropriate to a competitive strategy If so, this will place cven
greater importance on the capacity of universities themselves to plan and
manage their resourcés and programs strategically. Universities, the institu-
tional home of both higher education and research in Canada, are important
both to public policy and federalism. That importance is only likely to increase.

NOTES

The initial draft of the proposed amendment was worked out at a government centre
Just outside Oitawa at Meech Lake, Quebec, on 30 April 1987.

Quebec was the first to ratify the Accord, setting the clock running on 23 June
1987. Newfoundland approved the Acco.d but after a change of government that
approval was rescinded. The Accord was finally killed in the Manitoba legislature,

when an aboriginal member, Elijah Harper, refused unanimous consent to waive
public hearings.

For two complementary interpretations of the failure of the Accord, see Richard
Simeon, “Why Did the Meech Lake Accord Fail?” and Pierre Fournier, “L’échec
du Lac Mecch: un point de vue québécois,” in Ronald L. Watts and Douglas M.
Brown (eds.), Canada: The State of the Federation 1990 (Kingston, Ontario:
Institute of Intergovernmental Relations, Queen’s University, 1990).

K.C. Wheare, Federal Government, 4th ed (New York: Oxford University Press,
1964).

Canada docs have a bicameral legislature, of course. However, the upper house,
or Scnate, is not truly representative, cither of provinces or provincial govern-
ments. Its members are appointed by the prime minister of the day and serve until
age 75. The original makeup of the Senate assigned 24 scats to cach of three
“regions™: Ontario, Quebec, and the Maritimes. With the creation and admission
of new provinces, this formula has been modified to add 24 secats for the four
western provinces, plus 6 for Newfsundland and 2 for the Territories. The total
membership, by province, is as follows: Ontario, 24; Quebec, 24; Nova Scotia and
New Brunswick, 10 cach; Alberta, British Columbia, Manitoba, Newfoundland,
and Saskatchewan, 6 cach; Prince Edward Island, 4; Yukon and Northwest Terri-
tories, 1 cach. The only necessary association of a Senator with the province from
which he or she is appointed is the requirement of the possession of property in
that province with a value of at least $4,000.

Donald V. Smiley, Canada in Question: Federalism in the Eighties, 31d ed.,
(Toronto: McGraw-Hill Ryerson, 1980), p. 91.
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The Meech Lake proposals have been explored at length elsewhere. The major
provisions would have: (1) incorporated an interpretive clause recognizing Quebec
as a distinct society within Canada; (2) constitutionalized existing or future
intergovernmental agrecements respecting provincial participation in the concur-
rent legisiative field of immigration; (3) recognized the right of the federal
government to enter into shared-cost arrangements in areas of exclusive provincial
jurisdiction, white allowing provinces to opt out of any such programs in the future,
with reasonable compensation, provided they operated provincial programs com-
patible with the national objectives; (4) provided for provincial numination, but
continued federal appointment, of Supreme Court judges and Senators;
(5) changed the amending formula to require ratification by the Parliament of
Canada and the legislatures of all ten provinces for most matters of national
significance; and (6) provided for annual constitutional conferences with the first
items of business to be senate reform and jurisdiction over the fishery.

The first institution of higher learning was the Coll2ge de Québec, established by
the Jesuits in 1635. It was forced to close during the British seige of Quebec, but
its teaching function was resumed in 1765 within the Séminaire de Québec, the
forerunner of Laval University.

The five institutions were Laval, McGill, Toronto, Trinity, and Victoria (the last
two were destined to become federated with the University of Toronto). Enrolment
s.atistics are taken from Statistics Canada, Historical Compendium of Education
Statistics from Confederation to 1975 (Ottawa: Catalogue No. 81-568, 1978).
The division of legislative powers is found principally in sections 91 (federal) and
92 (provincial) of the British North America Act, 1867, now the Constitution Act,
1867. Education is dealt with in Section 93 which assigns exclusive jurisdiction
to the provinces, but also grants limited remedial authority to the federal govern-
ment in circumstances occasioned by provincial infringement on denominational
rights to separate schools.

Canada, Royal Commission on Industrial Training and Technical Education,
Report of the Commissioners (Ottawa: King's Printer, 1913), 4 volumes.
Ibid., vol. 1, p. 26.

Canada, Royal Commission on National Development in the Arts, Letters and
Scienccs, Report (Ottawa: King's Printer, 1931,

The federal government had tried to finesse Quebec’s objections in 1956 by having
the grants administered by the National Conference of Canadian Universities, the
predecessor of the Association of Universities and Colleges of Canada (AUCC).
This, too, was rebuffed, and the funds were simply held in trust. The contracting
out arrangement actually involved a transfer of one point of corporate income tax,
with subsequent annual adjustments to ensure that the yicld from the transfer was

exactly equal to the value of the university grants that would have otherwise been
paid to the universities.

Some cther federal programs also affected universities, particularly in the training
of hcalth professionals.

John B. Macdonald et al, The Role of the Federal Government in Support of
Research in Canadian Universities (Ottawa: Queen’s Printer, 1969).
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Both the federal and provincial governments have access to income taxation. A
transfer of tax points essentially involves a reduction in federal income taxes in
order that provinces may increase their taxes with no net increase in the overall
rate. The revenue cbtained by the less wealthy provinces is then brought up to the
standard defined in the comprehensive federal-provincial equalization program.
The administrative details of these arrangements have changed considerably over
the years.

There was also a floor provision, applicable to the lowest spending provinces, of
$15.00 per capita.

Nova Scotia had tried to consolidate its colieges into a University of Halifax, on
the model of the University of London, in 1876. When that experiment failed after
five years, the province cut off all financial support, a practice which remained
more or less intact until 1963.

1t should be noted that three of these (the Nova Scotia College of Agriculture, the
Nova Scotia Teachers College, and King's College) operate in affiliation with
another institution. A fourth (the Atlantic School of Theology) is a small theolog-
ical college. The remaining nine are listed in the appendix.

This number includes Ryerson Polytechnical Institute, a special purpose institution
offering technical and professional programs with special degree designations
(Bachelor of Technology, Bachelor of Applied Arts, and Bachelor of Business
Management). Ontario has a binary post-secondary system, with colleges of
applied arts and technology (CAATs) complementing, but not feeding into, the
universities. Ryerson is treated as part of the university sector. The Royal Military
College brings the total number of university-level institutions 1o 17.

Formally known as an Order-in-Council, such an instrument constitutes delegated
legistation and must be approved by the cabinet and signed by the representative
of the crown, the licutenant governor.

In addition to the original Royal Military Collcge (RMC) in Kingston, Ontario,
military colleges are located in Victoria, British Columbia (Royal Roads) and
St. Jean, Quebec (Le Collzge militaire royal). RMC remains the senior college,
with degree programs in the other two limited to a few specialties.

The Ontario government annually publishes a set of tables comparing each
province’s performance in terms of various measures of expenditure per student,
per capita, and as a proportion of provincial res-urces and total expenditures. It is
a standard reference for provincial and university officials alike. See, for example,
Ontario, Imerprovincial Comparisons of University Financing, ninth report of the
Tripartitz Committee on Interprovincial Comparisons, 1989.

There are a few maginal private colleges. The only one of any significance is
Trinity Western University in British Columbia with just under 1 thousand stu-
dents. The three military colleges are publicly funded, but by the federal govern-
ment.

Sce lan Winchester, “Government Power and University Principles: An Analysis
of the Battle for Academic Freedom in Alberta” in lan Winchester (ed.), The
Independence of the University and the Funding of the State: Essays on Acadentic
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Freedom in Canada, the theme issue of Interchange, Informal Series 57 (Toronto:
OISE Press, 1984).

OECD. Reviews of National Policies for Education: Canada (Paris, 1976), p. 102.
Emphasis in the original.

Sir James Duff and Robert O. Berdahl, University Government in Canada. Report
of a commission sponscred by the Canadian Association of University Teachers
and the Association of Universities and Colleges of Canada (Toronto: University
of Toronto Press, 1966}. At the time the report was prepared, Sir James Duff was
retired Vice-Chancellor of the University of Durham, and Robert Berdahl was a
Political Science professor at San Francisco State College. The commission grew
out of an intensifying campaign for greater faculty participation in university
government. Its report strongly endorsed the bicameral model.

Athabaska University in Alberta is also governed under a unicameral structure, but
it is a special purpose institution, concentrating on distance education.

The amounts involved in this dispute are substantial. In 1988-89, for example, the
total EPF transfer attributed to post-secondary education amounted fo $5.2 billion.
Of this. fully $3 billion arose from the tax transfer and associated equalization. See
Canada, Department of the Secretary of State, Federal and Provincial Support to
Post-Secondary Education in Canada: A Report to Parliament, 1988-89 {Ottawa:
Minister of Supply and Services, 1990}, p. 64.

The most forceful presentation of this argument can be found in a report prepared
for the federal government by A.W. Johnson. He suggested that federal transfers
under EPF had increased as a proportion of provincial operating grants from
69 percent in 1977-78 to 80 percent in 1984-85. A.W. Johnson, Giving Greater
Point and Purpose to the Federal Financing of Post-Secondary Education and
Research in Canada, a report prepared for the Sccretary of State of Canada,
15 February 1985.

Council of Ministers of Education, Canada, Principles for Interaction: Federal-
Provincial Relations and Postsecondary Education in Canada, October 1985, p. 1.

Magnus Gunther and Richard J. Van Loon, “Federal Contributions to Post-
Sccondary Education: Trends and Issues,” in David M. Nowlan and Richard
Bellaire (eds.), Financing Canadian Universities: For Whom and By Whom?

(Toronto: Institute for Policy Analysis and Canadian Association of University
Teachers, 1981), p. 162.

Qucbec recognizes increased enrolment for grant purposes in two categories and
at two rates, the higher rat~ applying to programs designated by the province as of
high priority, and a lower rate applying to oiher programs.

In constant dollars, operating grants remained virtually constant at $1.8 billion.
Enrolment increased from 496,000 to 631,000. The average grant per student, in
consequence, dropped from $3,676 to $2,935.

Between 1977-78 and 1987-88, the average student-faculty ratio for all universities
in Canada increased from 13.5:1 to 16:1.

Quekzc presents the extreme case here. Fees were held unchanged at approxi-
mately $540 from 1968 to 1989. They have now been increased substantially, but
are still well below (he national average.




PAFullToxt Provided by ERIC

39.

40.

41.

44,

45.

46.

4

49.

47,
48.

Canacia 65

British Columbia had long had among the lowest fees in Canada. In the mid-1980s
the provincial government imposed severe measures of restraint, actually cutting

the grant to universities in absolute tersas. Universities responded by raising tuition
fees dramatically.

For a succinct description of the income centingent repayment scheme, see David
Stager, Accessibility and the Demand for University Education, discussion paper
prepared for the Commission on the Future Development of the Universities of
Ontario (Bovey Commission), 1984, pp. 30-34.

Most analysts agree that this measure is deficient in the sense that a growing
proportion of students do not fall within this age range. However, as the AUCC
recenily noted, “Selection of a different or wider age spread ... would not change
the basic trends, only the absolute values for the levels of participation.” AUCC,
Trends: The Canadian University in Profile (Outawa, 1990), p. 42. The figures in
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APPENDIX
Canadian Universities, by Province

British. Columbia

University of British Columbia (Vancouver)
Royal Roads Military College (Victoria)
Simon Fraser University (Burnaby)

Trinity Western University (Langley)
University of Victoria

Alberta

University of Alberta (Edmonton)
Athabaska University

University of Calgary

University of Lethbridge

Saskatchewan

University of Regina
University of Saskatchcwan (Saskatoon)

Manitoba

Brandon University
University of Manitoba (Winnipeg)
University of Winnipeg

Ontario

Brock University (St. Catharines)
Carleton University (Ottawa)
University of Guelph

Lakchead University (Thunder Bay)
Laurentian University (Sudbury)
McMaster University (Hamilton)
University of Ottawa

Queen's University (Kingston)

Royal Military College (Kingston)
Ryerson Polytechnical Institute (Toronto)
University of Toronto

Trent University (Peterborough)
University of Waterloo

University of Western Ontario (London)
Wilfrid Laurier University (Waterloo)
University of Windsor

York University (North York)
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Canada

APPENDIX (continued)

Quebec

Bishop's University (Lennoxville)
College militaire royal de Saint-Jean
Concordia University (Montreal)
Université Laval (Quebec)
McGill University (Montreal)
Université de Montréal
Université du Québec: en Abitibi-Témiscamingue

a Chicoutimi

a Hull

a Montréal

a Rimouski

a Trois-Rivitres
Université de Sherbrooke

New Brunswick

Université de Moncton

Mount Allison University (Sackville)
University of New Brunswick (Fredericton)
St. Thomas University (Fredericton)

Nova Scotia

Acadia University (Wolfville)

University College of Cape Breton (Sydney)
Dathousie University (Halifax)

Mount Saint Vincent University (Halifax)

Nova Scotia College of Art and Design (Halifax)
Université Sainte-Anne (Church Point)

St. Francis-Xavier University (Antigonish)

St. Mary's University (Halifax)

Technical Uaiversity of Nova Scotia (Halifax)

Prince Edward Island

University of Prince Edward Island (Charlottetown)

Newfoundiand

Memorial University of Newfoundland (St. Johin's)
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Origins and Development of
Federalism in American Higher
Education

Martin Trow

INTRODUCTION

Like Germany and Canada, but unlike most other countries in the world, the
United States places the primary responsibility for education (including higher
cducation) on the states rather than on the federal government. In the United
States this reflects the deep suspicion of central government refiected in the
separation of powers in the Constitution. Moreover, the Tenth Amendment of
the Constitution says simply: “The powers not delegated to the United States
by the Constitution, nor prohibited by it to the States, are reserved to the States
respectively or to the people.” Provision of education is one of these powers.
In Canada, education at all levels is also the constitutional responsibility of
the provinces. There are, however, significant differences between the Ameri-
can and the Canadian arrangements for higher education: for one thing, Canada
has a much smaller private scctor; for another, Canadian higher education,
while the responsibility of the provinces, is largely funded by federal govern-
ment money passed through the provinces. Both of these differences bear on
the wider diversity of sources of support for American higher education.
Federalism in the United States can be seen as the major determinant of the
govermnance and finance of the nation’s system of higher cducation. American
colleges and universities get support not only from federal, statc and local
governments, but from many private sources such as churches, business firms,
foundations, alumni and other individuals, from students in the form of tuition
and fees for room, board and health services, and from many other clients of its
services, for example, patients in its hospitals. The concept of federalism
focuses attention on the role of regional governments — in the case of American
higher education, usually the states, though sometimes counties and cities are
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also relevant — and on their relation to the central authority of the national
government. And federalism is also concerned with the role of private, non-
governmental sources of support, which are especially important for many of

America’s leading academic institutions, both “public” and “private.” Thug,

“federalism” in American higher education cannot be separated from the
broader issue of how American higher education developed in the curious and
unique ways that is has — so large, untidy, uncoordinated from the centre,
without national (or even state) standards for the admission of students, the
appointment of academic staff, or the awarding of degrees. For that reason, if
no other, a di cussion of federalism must be rooted in reflections on the nature
and emergence of American higher education as a whole.

ASPECTS OF FEDERALISM IN CONTEMPORARY
AMERICAN HIGHER EDUCATION

The radical decentralization of control of American higher education (of which
federalism is one aspect) is both required by and contributes to its size and
diversity. Total enrolments in 1990 were just short of 14 million, in some 3,500
institutions. Of these students, some 12.1 million were undergraduates, and 1.9
million attended graduate or professional schools. Some 78 percent were
enrolled in “public” institutions, though it is important to stress that many
public institutions receive funds from private sources, and almost all “private”
institutions are aided by public funds, through research support, student aid, or
both.

Of the total enrolment of nearly 14 million, some 5.4 million, or over a third,
were enrolled in two-year colleges, almost all of them public institutions. Over
7.9 million, or 56 percent, were classified as “full-time students” in that they
met the requirements for full-time status as reported by the institutions, though
many of these were also working part-time, while 6 million students were
formally studying part-time.! Indeed, the proportion of part-time students has
been growing in recent years, as have the numbers and proportions of oider
students, and students from historically under-represented iinorities, largely
Blacks and Hispanics. Students of non-traditional age — thai. is, 25 years and
older — accounted for well over two-fifths of American coliege students, and
racial and ethnic minorities nearly 20 percent. Women comprised 54 percent of
the total cnrolment.2

The size and diversity of the student body in American colleges and univer-
sities reflects the numbers and diversity of the institutions in which they are
enrolled.3 No central law or authority governs or coordinates American higher
education. The nearly 2,000 private institutions are governed by lay boards
which appoint their own members; the 1,560 public institutions (including
nearly a thousand public community colleges) are “accountable” in varying
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degrees to state or local authorities, but usually have a lay board of trustees as
a buffer against direct state management, preserving a high if variable measure
of institutional autonomy.

Differences in the forms of governance and finance among the public
institutions are very large, both between and within states. For example, th.
Universities of Michigan and California are able to call on state constitutional
provisions protecting their autonomy against political intrusion; it is perhaps
not coincidental that they are also the two most distinguished public universities
in the country. Moreover, over the years both have used their freedom to
diversify their sources of support; currently only 30 percent of the operating
expenses of the University of California come from state government, and the
proportion in the University of Michigan is even smaller — closer to 20 percent.
(They are perhaps more accurately “state-aided” than “state™ universities.)
Other state institations by contrast suffer constant state interference in their
manage. .»nt and policies, interference facilitated by line-item budgeting, close
state control over expenditures and limited discretionary funds.

But while an observer can see contrasting patterns in the legal and formal
organizational arrangements from state to state, actual relationships between
public institutions and state authorities vary also by historical tradition, the
strength and character of institutional leaders, and the values and sentiments of
governors and key legislators. Variations in the autonomy of public institutions
can be seen not only between states, but between sectors of higher education
within states, and even between institutions witkin the same state sector.
Examples of the latter are the differences between the University of California
(U” °, on its nine campuses, and the 20-campus system of the California State
University (CSU), defined as primarily undergraduate institutions, though also
offering masters degrees. CSU is currently without the power to award the
doctoral degree {except rarely, when done in conjunction with a campus of the
University of California), and therefore does little funded research. The Cali-
fornia State University also does not have the University of California’s con-
stitutional protection, and is funded on a line-item basis. Nevertheless, at least
one of its campuses — CSU San Diego — has encouraged its faculty to do
research and to write proposals for outside funding; in these respects, and in its
success in gaining such support, it begins to resemble a campus of the Univer-
sity of California rather than other institutions in its own sector.

Diverse Sources of Funding

The diversity of funding is at the heart of the diversity of character and function
of American higher education. American colleges and universities get support
not only from national, state, and local governments, but from many private
sources such as churches, business firms, foundations, alumni and other
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individuals; from students in the form of tuition and fees for room, board, and
health services; and from many other clients of their services, as for example,
their hospitals’ patients. In 1988-89 expenditurr- of all kinds on American
colleges and universities were estimated to be over $131 billion” — an increase
in current dollars of 70 percent, and in constant dollars of 31 percent, over
1981-82, and represented roughly 2.7 percent of the Gross National Product.*
Government at all levels together provides less than half of ali current revenues
for American higher education, currently about 42 percent. The federal govern-
ment itself provides only about 13 percent of the support for higher education,
chiefly in the form of grants and contracts for research and development in the
universities. That figure includes grants to students but excludes the federal
government’s loans and loan subsidies. (If it inciuded those, the federal contri-
bution would be closer to 20 percent, and the students’ contribution reduced by
the same amount.) State and local governments (mostly state) provide a third
of all support for higher education.

Students themselves {and their families) provide about a quarter of the funds
for higher education, and the institutions themselves about 27 percent from their
own ecndowments and from other enterprises they operate and and services they
provide, such as hospitals. Another 6 percent is provided by gifts, grants and
contracts from private individuals, foundations and business firms. So in brief,
students provide about a quarter of the revenues for higher education (perhaps
half of which comes from student aid from various sources); the institutions
provide about a third from their own endowments, gifts and enterprises, and the
rest comes from “government” — that is, cities and countics, the 50 state
governments, and the many federal sources and agencies whose expenditures
are not coordinated by any policy or office.’

These proportions, of course, differ between American “public” and “pri-
vate” colleges and universities, though it must be stressed that all American
coileges and universities are supported by a mixture of public and private funds.
For example, while public colleges and universities currently get about half
their operating budgets from their state governments, private institutions get
less than 2 percent from state sources. But the private colleges get a slightly
larger proportion of their support funds from the federal government than do
public institutions — 17 percent as compared with 11 percent. The other big
difference lics in the importance of student tuition payments that go directly to
the institution: these account f2. less than 15 percent of the revenues of public
institutions, but ncarly 40 percent of the support for private institutions.® And
those proportions differ sharply among finer categories of colleges and
universities: for example, as between research universities and four-year

*  Note: Unless otherwise noted, all dollar ($) amounts shown in this chapter arce for

United States dollars.
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colleges in both public and private categories in 1989-90 the University of
California got roughly $1.1 billion in research grants and contracts, of which
$614 million came from agencies of the federal government. The balance came
from other public and private sources. Most of the money went directly to
individual researchers and faculty members on UC’s nine campuses, out of a
total budget of $6 billion. (An additional $200 million is provided by the federal
government for “overhead,” i.e., the indirect costs associated with the research.
This sum is split roughly half and half between the state government, where it
goes into the General Fund, and the University, for whom itis an administrative
and discretionary fund).

Diverse Sources of Student Aid

In 1989-90, total student aid from all sources was running at over $27 billion a
year, 62 percent higher in current dollars, and 1G percent higher in real terms,
than in 1980-81. Of this sum, nearly $2 billion came from state grant programs,
and about $6 billion from the resources of the institutions themselves, such as
gifts and endowment funds. The remainder, over $20 billion, came from federal
sources in a complex combination of student grants, loans and subsidized
work-study programs. Of that large sum nearly two-thirds, or $12.6 billion, was
distributed through various loan programs (which are not included in the
estimates of federal support cited above). As the total amount of federal aid has
grown, the proportion taking the form of loans has grown: in 1975-76, three
quarters of federal student aid was awarded in the form of grants, but by 1989-90
the share of federal student aid in the form of grants had fallen to about a third.”

In 1986-87 ncarly half (46 percent) of all undergraduates received some form
of financial aid; over a third (35 percent) were receiving federal aid.® In real
terms, student support from all sources increased by about 10 percent over
1980-81, a little less than the increase in total enrolments (up about 12 percent
over that period), but probably close to the increase in full-time equivalent”
enrolments. Aid fiom federally supported programs decreased by about 3 per-
cent from 1980-81 when adjusted for inflation. But large increases in student
aid at the state and institutional levels (which now comprise over a quarter of
the total student aid from all sources) have more than offset the drop in federal
funds for student «id. State student grant programs grew by 52 percent, and aid
awarded directly by the institutions grew by 90 percent, both in real terms, in
the decade of the 1980s.” In this area, as in others, the states and the institutions
(and their cnstituencies) are providing more of the support for higher educa-
tion, though the shiit is slow, and is not reflected in absolute declines in the
federal commitment.

Looking at patterns of state support over the past decade, we see that many
states cut their support for public colleges and univensities during the severe
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recession of 1980-82, but that thereafter the levels of state support tended to
rise about as fast as the economic recovery and rising revenues permitted. State
tax funds for the operation of higher education (this does not include capital
costs) were nearly $31 billion for 1984-85, up 19 percent over 1983-84.10 By
1990 the states were spending nearly $41 billion on operating expenses for
higher education, up 23 percent (adjusted for inflation) over 1980-81. The
current recession is causing a decline, not in state spending on higher education,
but in the rate of growth of state spending. Spending on higher edacation by
the states in 1990-91 was 11.6 percent higher than two years earlier; but this
was the lowest rate of increase in state support for higher education in 30
years.!!

This brief overview is intended to put into perspective the federal role in
American higher education. How the states have used their primacy in this area
of public policy varies enormousiy from one state and region to another.
Similarly, how the states support higher education varies enormously from one
region of the country to another, compared with regional differences in Euro-
pean countries. For example, in the New England and North Central states,
private colleges and universities developed early in our history, and have tended
1o resist the competition of big publicly supported institutions. While public
institutions have grown there as elsewhere in recent decades, the effects of that
heritage can still be seen, for example, in Massachusetts and New York, where
great universities like Harvard, MIT, Columbia, Cornell, and a host of other
vigorous private institutions overshadow and overpower the public colleges and
universities in those states. By contrast, in some western states there is little
private higher education at all; public institutions, such as land-grant univer-
sities and public community colleges, have a virtual :nonopoly on the provision
of post-secondary education within their borders. These differences are clearly
evident in terms of per-capita state support. For example, in 1990 per-capita
appropriations by the 50 states for higher education averaged $159, but ranged
from $312 in Alaska to $67 in New Hampshire — a difference of nearly five to
one. If those two extreme states are set aside, a comparison of the second with
the forty-ninth — Hawaii and Vermont — gives a ratio of two and a half to one.
A slightly different index — state appropriations per $1,000 of state income
(which attempts to control for state wealth, giving thus a measure of “effort™) —
shows similar results: again a ratio of 5:1, though the extreme states on this
measure are Wyoming ($18 per $1,000) and New Hampshire (3$3.50 per
$1,000).1?

As a consequence of its system of educational federalism, the United States
is evidently prepared to sustain differences (or inequalities) in support for
higher education among the several states of this order of magnitude. This is
perhaps one of the most significant and least remarked differences between
American and European systems. Any effort to achieve or approximate equality
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in the provision of public services between and among states or regions would
require considerable direct intervention by the central government. The federal
government has been prepared to intervene strongly in education to defend the
civil rights of students and faculty, mostly notably in connection with the
potential for discrimination on the basis of race or gender, and it can also
modestly reduce incqualities among states by providing federal funds directly
to students and to researchers. But with a few exceptions, the federal govern-
ment does not try to stimulate state spending on higher education in order to
compensate for differences in state wealth or effort, or give the states unre-
stricted funds for support of higher education.

The most impertant historical exception was the contribution of the federal
government to the states through the first Morrill Act, which clearly aimed at
stimulating state spending for agricultural and technical education, and the
introduction of the principle of requiring the states to provide “matching
dollars” (to some ratio) for specific purposes, most notably in the second Morrill
Act.!3 After World War I1, President Truman’s Commission on Higher Educa-
tion recommended that the federal governfent undertake a massive program
of “general support of institutions of higher education,” precisely by channeling
federal funds to the states “on an cqualization basis,” and limiting the recipients
to public colleges and universities.!4 The defeat of this effort to equalize higher
education across the states, and the further defeat in the Education Amendments
of 1972 of efforts to channel federal funding directly to the institutions through
unrestricted grants has established federal policy for the present and foreseeable
future. The current reluctance (or constitutional inability) of the federal govern-
ment to intervene directly to affect state policy towards higher education
outside the realm of the protection of civil rights and liberties underlies the
considerable power of the states to organize and fund their systems of higher
education relatively free of the levelling hand of the federal government. The
rather stronger egalitarian instincts of Europeans and Canadians lead them to
view that “freedom” with some skepticism and on the whole critically.

The states also differ markedly among themselves in the way they organize,
govern, or “‘coordinate” their systems of higher education. In some states, such
as Massachusctts and Utah, coordinating councils are very powerful, serving
as. consolidated boards which govern the whole of the public sector of post-
secondary education in the state. In California, the Postsecondary Education
Commission has relatively little formal power, serving chiefly as a fact-
gathering advisory body to state government, and is itself largely governed by
representatives of the public institutions it is “coordinating.” In still other states,
like Vermont and Delaware, there are no statutory coodinating bodies at all.!>

This brief overview of the diversity of funding, student aid, and state support
has sought to put into perspective the federal role in American higher
education — one which is substantial in overall size, but much smaller in its
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direct influence or power over the system than is the role of several states. Since
its founding, the federal government has come to play a role, and often a
dominant role, in many areas of social and economic life in ways its founders
never anticipated. Nevertheless, its role in American higher education is limited
primarily to its support for research and student aid.

In the following pages I want to explore the roots of the unique character of
American higher education in the colonial experience, and then explain the
impact of the American Revolution on the attitudes and arrangements for higher
education that came out of the colonial period, and finally trace the emergence
after the Revolution of a national policy towards higher education — a policy
nowhere articulated as such, but defined by a series of events over a century

and a half that have shaped today’s federal relations with institutions of higher
education.

THE ROOTS OF AMERICAN FEDERALISM IN
THE COLONIAL EXPERIENCE!®

Despite all the changes and transformations of state, socicty and economy in
modern times, the American system of higher education has its roots in the
colonial period, when it developed characteristics distinguishable fromall other
systems of higher education in the world, notably in its governance patterns,
marked by a strong president and lay governing board, its extraordinary diver-
sity of forms and functions, and its marked responsiveness tc forces in society
as well as in state and church. In one other respect the colonial colleges are
familiar to us, and that is in the importance attached to them by the societies
and governments of the colonies. At a time when most European universities
were not really central to the vitality of their societies, and were more or less
preoccupiced with the preparation of theologians and divines serving an estab-
lished church, or with defining the virtues and polishing the accomplishments
cf a ruling elite, the seventeenth- and eighteenth-century colonial colleges in
America were regarded by their founders and supporters as forces for survival
in a hostile environment. They were seen as crucial, indeed indispensable,
instruments for staving off the threat of reversion to barbarism, the threatened
decline into the savagery of the surrounding forest and its Indian inhabitants.!”
The colleges also played a familiar role for these early Calvinists of maintaining
a learned ministry and a literate laity. Morcover, in the young colonies as on
the later frontier, civilization and its institutions could never be assumed 10 be
inherited; it had always to be created and re-created. For this purpose, learning
and learned persons and the institutions that engendered them were needed.
The colonial colleges were founded as public bodics. They were established
and then chartered by a public authority and were supported in part by public
funds, in part by private gifts and endowments, in part by student fees. The
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mixing of public and private support, functions and authority has persisted as
a central characteristic of American higher education to this day, blurring the
distinction between public and private colleges and universities. Americans
have tended to regard all their higher education institutions as having a public
dimension, and they also allowed for a private dimension in their public
institutions. As Jurgen Herbst argues, one cannot see the colonial colleges as
either “public” or “private” institutions, but as “provincial,” stressing their
function of service to their sponsoring and chartering colony, rather than to their
source of support or authority.’® While the distinction between “public” and
“private” emerged with a certain clarity in the nineteenth century, and espe-
cially after the Civil War, it is still more appropriate to see the broad spectrum
of American colleges and universities as lying along a continuum from fully
public to nearly purely private.

Both the geography of the eastern seaboard and the accidents of settlement
created a series of distinct and largely self-governing colonies, each tied to
metropolitan London through a charter and govemnor, yet separate from one
another in character, social structure, and forms of governance. That, in turn,
meant that when colonial colleges were established they differed from one
ancther in their origins, links to colonial government and denominational ties.!?
The eight colonial colieges differed widely among themselves. In a sense, these
early and most prestigious American colleges, the nurseries of s0 many of the
revolutionary leaders, legitimated diversity. But similarities also existed. The
colonial colleges had to be created in the absence of a body of learned men. In
the new world no guild of scholars existed, no body of learned men who could
take the governance of a college into its own hands. The very survival of the
new institutions in the absence of buildings, an assured income, or a guild of
scholars required a higher and more continuous level of governmental interest
and involvement in institutions that had become much too important for the
colonies to be allowed to wither or die. Moreover, a concern for doctrinal
orthodoxy, especially in the seventeenth century, provided further grounds for
public authorities to create governance machirery in which its own representa-
tives were visible, or held a final veto and continuing ‘“‘visitorial” and supervi-
sory powers. The medieval idea of a university as an autonomous corporation
composed of masters and scholars was certair:ly present in the minds of the
founders of colonial colleges, but the actual circumstances of colonial life
forced a drastic modification in the application of this inheritance.

Until the Revolution there was no central government on the American
continent with broad jurisdiction over them all, and thus no governmeatal body
that would accept responsibility for ordering and governing an emerging class
of institutions in similar ways, in response to a common law or governmental
policy. Indeed, even after a federal government emerged, it explicitly renounced
its authority over education, including higher education, delegating that power
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to the constituent states. That self-denying ordinance was reinforced during the
early years of the Republic when an attempt to create a national university in
the capital was defeated, thus preventing what might well have introduced
formal and informal constraints on the promiscuous creation of new colleges
and universities after the Revolution.2® So the colonies had the experience,
before the Revolution, of having created a group of colleges or “university
colleges,” similar in certain respects but differing in others. They also had the
experience of having created these institutions of higher education at the
initiative or with the encouragement of public authorities and powerful private
constituencies. Such support stands in marked contrast to the conspicuous lack
of such encouragement, and indeed the stubborn resistance, or deeply divided
resnonses, by political and ecciesiastical authorities in England to the creation
of new institutions of higher education, especially and particularly those orig-
inating outside the Estabiishment in the decades before 1830. As noted above,
the many dissenting academies created in England in the sccond half of the
eightecnth century never had the encouragement of central or local governinent,
and their failure to be fully acknowledged or gain a charter and the right to grant
degrees were among the factors leading them to short lives and a dead end, of
no real use or inspiration to those who created the new English colleges and
universities in the next century. By contrast, America’s colonial experienice
provided a training in the arts of establishing institutions of higher education.
And the skills and attitudes necessary for the creation of new colleges that were
gained in the colonial period, along with the models of governance provided by
the older institutions, led (in a more favourable environment than England
provided) directly to the proliferation of colleges and univer:ities after the
Revolution: 16 more between 1776 and 1800 that have survived 1o the prescnt
day, and literally hundreds over the next half century, many of which did not.2!

At Harvard, for example, the charter of 1650 “cxcmplified a carefully
wrought compromise between a medieval tradition of corporate autonomy and
a modern concern for territorial authorities over all matters of state and religion.
The fermer was preserved, even though weakly, in the Corporation; the latter
was institutionalized in the Board of Overseers.”22 Other colonies as well, for
reasons similar to those of Massachusetts, carefully circumscribed the powers
of the corporate universitics, each making surc that its governors and
fegislatures retained ultimatc power over the college through the composition
of its external Board, or through the reserve powers of the colonial government
as “visitor.” Even in Conmnecticut, where Yale’s trustees were all Congregational
ministers, the charter that incorporated the trustees as the President and Fellows
of Yale College preserved to the colonial Court the right “ *as often as required’
to inspect the collcge’s laws, rules, and ordinances, and to repeal or disallow
them ‘when they shall think propcr."’23 And in colonizl America, these reserve
powers were in fact employed from time to time. The charter, Herbst notes,
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“thus upheld the ultimate authority of the Coust over the college, but also
guaranteed the school’s autenomy within specific limits.”24

Indeed, only Harvard and William and Mary College (in Massachusetts and
Virginia), the only two seventeenth-century foundations, were established with
a two-board governmerit, one representing the institution or corporation, the
other the external trustees. And in both of these “the governmental practice ...
soon lost its distinctiveness and came to resemble that of the one-board colleges.
American colleges were to be ruled by powerful and respected citizens, who
would govern them for their own and their children’s benefit.”2 Ironically, the
nearest American colieges and universities ever came to recreating the first, or
corporate board, was when they finally were able to gather together a guild of
learncd men who could command respect and gain a measure of professional
authority. It was not until after the turn of the twentieth century that academic
senaics became significant parts of the governance machinery of American
colleges and universities, and then only in the most prestigious institutions
employing scholars who were able to use the academic marketplace to compel
respect and attention from presidents and boards concemed with the status and
distinction of their institutions. The relative weakness of the academic profes-
sion in the United States, as compared with its strength in the United Kingdom,
especially in Oxbridge, hzag had large consequences for the diverging develop-

With the exception of New Jersey which, because of religious diversity
occurring at the end of the colonial period, chartered two colleges, each colony
granted a monopoly position to its college. In this respect, each colony behaved
towards its college as England behaved towards Oxford and Cambridge, and
Scotland towards its universities, granting their colleges the power to award
degrees within their respective province. American colonial governments were
attemnpting to prevent or inhibit the appearance of rival and competitive insti-
tutions, in much the same way that the government in England had prevented
the dissenting academies from widening the educational market in the eigh-
teenth century. Consequently (and other factors were doubtless involved), in
England the dissenting 2cademies never emerged as serious competitive de-
gree-granting institutions, and were destined to failure and, with vne or two
exceptions, to eventual extinction.?” But their existence — and relevance —
was noted in the colonies, and reference was made to them, during a dispute
over seclarian issues at Yale in the 1750s, as better models than the ancient
universities.?® As models they were even more relevant to the proliferation of
American colleges on the frontier between the Revolution and the Civil War,
with the significant difference that the American colleges were encouraged and
sometimes even modestly supported by public authorities.

College charters expressly reserved for colonial governments a continuing
role in the governance of colieges, placing colonial officers directly on boards
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of trustees, or assigning to the Courts and legislatures the power of review. For
example, the 1766 charter of Queen’s College (later to become Rutge s)
included among its lay trustezs the governor, council president, chief justice
and attorney general of the province of New Jcrscy.29 In the 1748 charter for
the College of New Jersey (later to become Princeton), the province placed its
governor on the board as its presiding officer.30

All the colonial colleges were provided with public funds of various kinds,
though in varying amounts and degrees of consistency. Some received a flat
sum or subsidy to make up an annual shortfall in operating expenses or salaries,
others assistance in the construction and maintenance of buildings. The Assem-
bly of Virginia provided the Coilege of William and Mary with a percentage of
the duties collected on furs, skins and impeited liquor.3! These subventions
reflected an organic connection between the colony and “its” college, and the
colonies were not reluctant to use the power of the purse as a constraint on
colleges when they were alleged to have carried their autonomy too far. The
Connecticut legislature in 1755 refused its annual grant of £100 to Yale because
of a sectarian dispute with the College’s president.32

In sum, the power of colonial governments over their colleges was derived
from three fundamental sources: the power to give or withhold a charter; the
continuing powers reserved for government within the charter; and the power
of the public purse. As Bernard Bailyn has explained the situation, “The
autonomy that comes from an independent, reliable, self-perpetuating income

was everywhere lacking. The economic basis of self-direction in education
failed to develop.”3

EFFECTS OF THE AMERICAN REVOLUTION

Before 1776 the colonies displayed a stronger (or at least as strong a connection)
between state and college as was apparent in the mother country, but the
relationship changed drastically after the Declaration of Independence. In a
formal sense, the Revolution transformed colonial governments into state
governments and superimposed a national confederacy and then a federal
government on top of them. However, at the same time the Revolution weak-
ened all agencies of government by stressing the roots of the new nation in
popular sovereignty, the subordination of the government to “the people,” and
the primacy of individual and group freedom and initiative. “The individual
replaced the state as the unit of politics,” writes Robert H. Wiebe, “and the
Constitution and Bill of Rights confirmed this Copernican revolution in author-
ity.” And “unlike the eighteenth-century venture in building a society from the
top down,” American society after the Revolution “originated in a muititude of

everyday neceds that responded to the long lines of settlement and enterprisc,
not the imperatives of union.”3*

‘.4




Q

ERIC

PAFullToxt Provided by ERIC

Federalism in American Higher Education 81

At least as important as the new conception of the relation of the citizen to
state that emerged from independence was the opening of the frontier beyond
the Alleghenies, which gave many Americans a chance to walk away from the
settled and European states that succeeded the old colonies, requiring them to
create, indeed invent, new forms of self-government on the frontier.33 Among
the institutions of the frontier were new colleges, resembling the colonial
colleges in some ways but differing in others, and linking the recently-opened
territories to the original culture of the Atlantic. In the 25 years after the
Declaration of Independence, of the 16 colleges that were established (and have
survived), no less than 14 were created on the frontier.3® After 18(’)0‘ the
floodgates of education opened, and hundreds of institutions were established
in both old states and new territories. Most of them were small and malnour-
ished, and many collapsed within a few years of their founding. The reason for
this explosion of educational activity was a change in the three conditions that
had hitherto characterized government-college relations in the colonial period:
restrictive chartering, direct interest by government in the administration of
colleges, and public support of higher education.

The new states, both those which succeeded the old colonies and those carved
out of the new lands in the west, did not give a mcnopoly to any single state
college or university, reflecting the quite different relationship of state and
societal institutions that emerged from the Revolution. The states granted
charters much more readily than had colonies before the Revolution, and on
decidedly different terms. Herbst tells of efforts in 1762 by Congregationalists
dissatisfied with the liberal Unitarian tendencies of Harvard to create a Queens
College in western Massachusetts. The nation’s oldest college and its Overseers
opposed the proposal and prevailed, using the argument that Harvard “was a
provincial monopoly, funded and supported by the General Court for reasons
of state and properly the College of the Government.”37 The principle that
reserved a monopoly to the “College of the Government,” with its attendant
rights and privileges, had to be overthrown for American higher education 1o
break out of the restrictive chartering that had been historical practice. What is
astonishing is not that it was subsequently overthrown, but that it was done with
such ease as to scarcely occasion comment.

The ease with which new colleges were granted charters after the Revolution,
and especially after the turn of the century, was both symbol and instrument of
the triumph of society over the state that the Revolution had achieved.38 Despite
the efforts of the Federalists, central government itself over time carae not to
be a dominant institution (alongside the churches), but merely one player in
social life, and not a very important one at that. By the fifth decade of the
nincteenth century, the national government was scarcely visible in American
life: no national bank, no military worth mentioning, no taxes that a growing
majority of citizens could remember paying its officials.’® And even state
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governments, closer to the people and with constitutional responsibility for
education, confined their role to serving as the instruments of groups and
interests in the society at large, including groups that wanted to create colleges
for a whole variety of motives: cultural, religious, and mercenary, in all weights
and combinations.

LONG-TERM FEDERAL POLICY TOWARDS HIGHER EDUCATION
AFTER THE REVOLUTION

The colonial period taught Americans how to create colleges, and gave us
diversity among them. The Revolution gave us freedom from central state
power, especially from the power of government, both federal and state, to
prevent the creation of independent colleges and universities. But these new
freedoms were reinforced and given substance through a further set of decisions
that togcther have defined federal policy towards higher education from the
founding of the republic to the present. This policy, never articulated but
defined by those decisions, has been to encourage the provision of higher
education, broaden access to college and university to ever wider sectors of the
population, apply the contribution of higher education to the practical work of
society as well as to learning and scholarship — and to do all this without
directly impinging on the autonomy of the institutions or on the constitutional
responsibility for higher education reposing in the states. This policy paradox-
ically encouraged an active federal presence in higher education, yet had the
effect of driving power progressively further away from Washington, DC, down
to the individual states, the institutions, and their individual members, students,
and faculty. It became a kind of continuing self-denying ordinance by which
the federal government has acted to facilitate decisions made by others, rather
than forcing its own decisions on the states, institutions, or members.

Five of these decisions since the Revolution were so significant to the
development of American higher education as 10 warrant separate discussion:

1. The failure of George Washington and his immediate presidential succes-
sors to establish a national university in the District of Columbia.
The Supreme Court’s decision of 1819 in the Dartmouth College case.
The Morrill, or Land Grant, Acts of 1862 and 1890, and the Hatch Act of
1887.
The Servicemen’s Readjustment Act of 1944, better known as the GI Bill.
The Higher Education Amendments of 1972, which created the broad
spectrum programs of student aid that we have inherited, much amended
and cxpanded.
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The University of the United States

Consider first the failure to establish a national university. The defeat of a
proposal is a policy decision, and in the case of the failure of the proposed
University of the United States, perhaps the most momentous one in the history
of American higher education.

A multiplicity of forces and motives lay behind the establishment of colleges
and universities throughout our history. Among these, as noted above, have
been a variety of religiois motives; a fear of relapse into barbarism at the
frontier; the need for various kinds of professionals; state pride and local
boosterism, philanthropy, idealism, educational reform, and speculation in
land, among others and in all combinations. But the resulting number and
diversity of institutions, competing with one another for students, resources,
and teachers, bringing market considerations and market mechanisms right into
the heart of this ancient cultural institution — all that also required the absence
of any central force of authority that could restrain it, that could limit or control
the proliferation of institutions of higher education. The states could not be that
restraining force: under the pressures of competition and emulation, they have
tended throughoutour history to create institutions and programs in the numbers
and to the standards of their neighbours. Crucially important has been the
absence of a federal ministry of education with the power to charter (or to refuse
to charter) new institutions, or of a single preeminent university that could
influence them in other ways.

The closest we have come as a nation to establishing such a central force was
the attempt first by George Washington, and then, though with less enthusiasm,
by the next five presidents, to found a University of the United States at the seat
of government in the District of Columbia.?0 Washington, in fact, made provi-
sion for such a university in his will, and pleaded for it strongly in his last
message to Congress, where he argued that it would promote national unity —
a matter of deep concern at a time when the primary loyalties of many
Americans were to their sovercign states rather than to the infant natior. 'n
addition, Washington saw the possibility of creating one really first-class
university by concentrating money and other resources in it. As he noted in his
last message t¢c Cougress: “Our Country, much to its honor, contains many
Seminaries of learning highly respectable and useful; but the funds upon which
they rest are too narrow to command the ablest Professors, in the different
departments of liberal knowledge, for the Institution contemplated, though they
would be excellent auxiliaries.”*!

Here, indeed, Washington was right in his diagnosis. The many institutions
that sprang up between the Pevolution and the Civil War all competed for very
scarce resources and all suffered to some degree from malnutrition.
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Malnutrition at the margin is still a characteristic of a system of institutions
influernced so heavily by market forces.

Defeat of the national university meant that American higher education
would develop, to this day, without a single capstone institution. Had we instead
concentrated resources in one university of high standard early in our national
life, it might have been the equal of the great and ancient universities of Europe,
or the distinguished new universities then being established in Germany and
elsewhere. As it was, whatever the United Staies called its institutions of higher
learning, the nation simply did not have a single genuine university — no
institution of really first-class standing that could bring its students as far or as
deep into the various branches of learning as could the institutions of the old
world — until after the Civil War.

A national university would have profoundly affected American higher
education. As the preeminent university, it would have had an enormous
influence, direct and indirect, on every other college in the country, and through
them, on the secondary schools as well. Its standards of entry, its curricula, its
educational philosophies, even its forms of instruction, would have been models
for every institution that hoped to send some of its graduates to the University
in Washington. A federal system of high standard would surely have inhibited
the emergence of the hundreds of small, half-starved state and denominational
colleges that sprang up over the next century. They simply could not have
offered work to the standard that the University of the United States would have
set for the baccalaurcate degree, and demanded of applicants to its own post-
graduate studies. In the United States, after the defeat of the University of the
United States, no one has challenged the principle of high academic standards
across the whole system because no one has proposed it: there have been no
common standards, high or otherwise. And in that spirit, we have created a
multitude of institutions of every sort, offering academic work of every descrip-
tion and at every level of seriousness and standard.

The Dartmouth College Case

Anothe: major event in the early history of the Republic had powerful effects
on the shape and character of American higher education as we know it today:
the 1819 decision of the Supreme Court in the Dzartmouth College case. It was
a landmark decision in that it affirmed the principle of the sanctity of contracts
between governments and private institutions. In so doing, it gave expression
to the Federalist belief that the government should not interfere with private
property even for the purpose of benefiting the public welfare. John Marshall,
then Chief Justice of the Supreme Court, had written carlier: *“I consider the
interference of the legislature in the management of our private affairs, whether
those affairs are committed to a company or remain under individual direction

o5




PAFullToxt Provided by ERIC

Federalism in American Higher Education 85

as equally dangerous and unwise.” That anti-statist position today sounds
deeply conservative; but from another perspective it is radically libertarian and
had broad and liberalizing effects on higher education. Marshall and his col-
leagues on the Court decided in the Dartmouth College case that a charter of a
private college or university was a contract which a state could not retroactively
abridge. And that had important repercussions both for the growth of capitalist
enterprises and for the future development of highei education in the United
States.

The rationale for the proposed changes in Dartmouth’s charter was the
plausible argument that, as the college had been established (though as a private
corporation) to benefit the people of New Hampshire, this could best be
accomplished by giving the public, through the state legislature, a voice in the
opcration of the institution. The state wanted to improve the college as a place
of learning by modemizing its administration, creating the framework for a
university, and encouraging a freer, nonsectarian atmosphere conducive to
republicanism.

These goals were very much in the Jeffersonian tradition that encouraged the
creation of “republican” institutions — by the states — to meel the needs of a
new nation. In this spirit, in 1816 the New Hampshire legislature had passed a
bill giving the state government broad powers to “reform” Dartmouth. Chief
Justice Marshall, ruling in favour of the college trustees, declared that state
legislatures were forbidden by the Constitution to pass any law “impairing the
obligation of contracts,” and that the charter originally granted the college was
a contract.*? In many ways Marshall’s opinion followed the traditional view of
the role of educational institutions in English society.

The Dartmouth College decision, preventing the state of New Hampshire
from taking over the college, sustained the older, more modest role of the state
in educational affairs against those who looked 10 the government to take a
greater role in the working of society and its institutions. Marshall’s decision
had the practical effect of safeguarding the founding and proliferation of
privatcly-controlled colleges, even poor ones. Thereafter, promoters of private
colleges knew that once they had obtained a state charter they were secure in
the future control of the institution. After this decision, state control over the
wiole of higher education, including the private sector, was no longer poss.ble.

The failure of the University of the United States and the success of Dart-
mouth College in its appeal to the Supreme Court were both victories for local
initiative and for private entreprencurship. The first of thesc. set limits on the
role of the federal government in shaping the character of the whole of
American higher education; the second set even sharper limits on the power of
the state over private colleges. Together, these two cvents constituted a kind of
charter for unrestrained individual and group initiative in the creation of
colleges of all sizes, shapes and creeds. Almost any motive or combination of
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motives and interests could bring a college into being between the Revolution
and the Civil War; and thereafter its survival depended largely on its bcing able
to secure support from a church, from wealthy benefactors, from student fees
and even perhaps from the state. The colleges thus created were established
with relative ease, but without any guarantee of survival. And as a result, there
arose a situation resembling the behaviour of living organisms in an ecological
system — competition for resources, high sensitivity to the demands of the
environment, and the inclination, over time, through the ruthless process of
natural selection, to adapt to those aspects of their environment that permitted
their survival. Their environment also has included other colleges, and later,
universities. So we see in this frog pond a set of mechanisms that we usually
associate with the behaviour of small entrepreneurs in a market: the anxious
concern for what the market wants, the readiness to adapt to its apparent
preferences, the effort to find a special place in that market through the marginal
differer.-iation of the product, a readiness to enter into symbiotic or parasitic
relationships with other producers for a portion of that market. That is, to this
day, the world of American higher education.

The Morrill Act of 1862

The Morrill Act, which created the land-grant colleges and universitics, is
indced a landmark in American higher education. It was very far from being
the first provision of support for higher education by central government
through grants of government-owned land; indeed, under the Articles of Con-
federation, the Northwest Ordinance provided for tracts of land to be set aside
for the support of institutions of higher education in the Western Reserve. Ohio
University, among others, was a beneficiary of such an early grant. But the
Morrill Act provided support on an altogether different scale: in 1862 the
federal government gave land to the states for the support ot colleges and
universities of an area equal to the whole of Switzerland or the Netherlands,
about 11,000 square miles. And it did this in the most extraordinarily permissive
way. The Act

made no fixed requirements as to type of institution or, beyond broad designations
of ficlds of study, as to content of instruction. The only positive obligations were
10 dispose of the land or scrip, in manner or on terms left to state discretion;
maintain the fund as a perpetual endowment invested at 5 percent: devote the
income to one or more institutions which, while including the traditional college
subjects, must provide instruction in agriculture, mechanic arts, and military
tactics; and make an annual report on the results. ¥

The beneficiaries of the Act were whoever the states decided they should be —
among them Cornell in New York, MIT in Massachusetts, and Yale's Sheffield
School in Connecticut. In some states the money went to an existing state-
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supported institution; in California, the University was created through a
merger of an existing private liberal arts college with the land-grant endow-
ment. In both Oregon and Kentucky it went to denominational colleges which
remained under church control.** In many states, especially in the south and
west, anew “A & M" college was created to be the beneficiary of the land-grant
fund. But basically, the federal government put the money — or at least the
script — on the stump and walked away, partly because there was no federal
educational bureaucracy to provide for federal direction and control of state
policy, and partly because there was no consensus about what these institutions
should look like, or should be doing. Indeed, very sharp differences developed
in Congress and outside it about the relative emphasis to be placed in these new
institutions on pure or applied science, on practical experience and manual
work, or on the old classical curriculum. The federal government’s solution was
to allow these contending forces to fight it out in each state. The result, needless
to say, wds varinus and messy, marked by ineptitude and corruption in places,
confusion almost everywhere, but also by great imagination, creativity, and
even genius — one thinks of the role of Ezra Cornell in New York. Some states
got 50 cents an acre for their land, others ten times that much, and the variation
in educational practice and academic standard was of the same order of
magnitude.

The question may be asked what the costs would have been of trying to create
a tidier system, more rationally coordinated, marked by a clearer common sense
of academic direction, higher academic standards, more highly qualified and
better paid staff, better prepared students, and more adequate initial funding for
buildings and cquipment. We are, of course, describing the creation of the
modern European university systems — and they have been trying to break out
of the straitjacket of those constricting commitments and structures since the
end of the second World War, with great difficultics and only partial success.

The GI Bill of 1944

We now rightly think of the Servicemen's Readjustmen. Act of 1944 — the
original GI Bill — as onc of the best things that ever happened to American
higher cducation. It broadened the idea of college-going enormously, and
moved the enrolment rate from iS5 percent of the age grade in 1939 towards
50 percent or more currently. It also brought a scriousness and maturity to
undergraduate classrooms that were not accustomed to it, and which they have
never quiie lost.

But at the time it was debated no one expected it to be quite as successful as
it was. Most est*mates during the debates were that perhaps 800,000 veterans
would take advantage of the program. By 1956, when the last veteran had
received his last check, 2.25 million veterans had attended college under its
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auspices.*> In comparison, the United Kingdom had a comparable program, the
“Further Education and Training Scheme,” which raised university enrolments
from about 50,000 before World War II to 80,000 shortly after the war, causing
great concern in the Ministry of Education regarding a possible decline in
standards.*6 In the UK that problem was met by raising standards for entry to
the universities steadily after the war. As a resuit, the proportion c¢nrolled in
British higher education in 1987 (14 percent of the age grade), was roughly the
same as the proportion enrolled in American colleges and universities 50 years
earlier.

Two points of the GI Bill deserve particular emphasis: first, veterans could
take their tuition payments and stipends anywhere they wished, certainly to any
accredited college or university that would accept them, and to many other
nonaccredited post-secondary education institutions, too. Agaia there were
irregularities at the edges: some corruption, some institutions that took tuition
money without doing much teaching, whose students enrolled for the modest
stipends provided. But again, we must consider the costs of closing those
loopholes: the proliferation of forms and surveillance, the steady pressure to
rationalize and standardize in order to make assessment, management and
credentialing easier. The federal government accepted the probability of abuse
of the legislation, perhaps recognizing that rationalization ia higher education
as clsewhere is the enemy of diversity. And, as we have seen, federal policies
on the whole have consistently favoured diversity.

Second, one crucial provision of the GI Bill stipulated that “no department,
agency, or officer of the United States, in carrying out the provisions [of this
Act] shall exercise any supervision or control, whatsoever, over any State,
educational agency ... or any educational or training institution.”*7 Of course,
that is in the tradition of our constitutional reservation of responsibility for
education to the states. But beyond that, we see here the same self-denying
ordinance — the sharp separation of financial support from academic influ-
ence — that marked ecarlier federal policy, and that became the model ang
precedent for the Education Amendments of 1972 and thereafter which provides

substantial noncategorical nced-based federal aid to students by way of grants
and loans.*%

The Education Amendments of 1972

The federal legislation on education passed in 1972 established higher educa-
tion as a national priority in its own right. Various agencics of the federal
government were already providing support for targeted issues, such as science
laboratories and libraries, and for targeted groups of students through fclow-
ships for graduate students in certain arcas deemed vital to the national security
or economic welfare. But during the late 1960s and carly 1970s, broad support
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developed for greatly expanded federal aid for higher education, both to
institutions undergoing rapid growth, and to encourage further expansion of
access, especially to groups historically underrepresented in higher education.

Most of the major organizations in higher education came out strongly in
favour of direct unrestricted aid to the colleges and universities themselves. But
key members of Congress, and the influential Carnegie Commission on Higher
Education led by Clark Kerr, argued persuasively for federal support in the form
of need-based aid to students themselves, rather than block grants made to the
institutions, and linked to enrolments.4® The tradition of the GI Bill was surely
an clement in the debate, but the driving motivation of those in favour of federal
support in the form of student aid was the wish to increase the power of the
students in the market, and thus to encourage the responsiveness of the institu-
tions to changing patterns of student demand. The Amendments as enacted in
fact centred on student aid; while continuing certain earmarked provisions for
the institutions (such as support for college librarics and the construction of
certain academic facilities), the largest part of the new programs took the form
of federal grants and guaranteed loans to students, with special attention given
to the needy or disadvantaged. This was now broad- spectrum student aid, not
limited to particular ficlds of study or professions.

That the legislation took the form it did almost certainly enabled it to survive
periodic budget cuts and changes of political mood in Washington, by creating
a large, stable voting constituency of greater weight to politicians than that of
the leadership of higher education alone. But closer to the motivations of those
who wrote the legislation is the fact that federal support in the form of student
aid is the surest way of defending the autonomy of institutions of higher
education against the leverage that block grants would have given the federal
government when, in time, it surely would have wanted to exert its influence
over thecse institutions.

Over time, further legislation has extended federal aid 1o broader segments
of the society, and substituted loans for grants for most of the students aided.
But while many of the provisions for institutional aid have been phased out over
the last two decades, student aid remains the iargest element of the federal role
in higher education, alongside the equally crucial support provided by federal
agencies to university-based research.

* %%

How did these five decisions, taken together, constitute an educational policy,
and why, in retrospect, might one think of them as “successful”? I suggest that
in cach case the decision contributed to the diversity of American higher
education — a diversity of type, of cducation character and mission, of aca-
demic standard, and of access. In each case, public policy tended to strengthen
the competitive market in higher education by weakening any central authority
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that could substitute regulations and standards for competition. It accomplished
this by driving decisions downward and outward, by giving more resources to
the consumers of education (and the institutions most responsive to them); they
strengthened the states in relation to the federal government, as in the defeat of
the University of the United States, and the passage of the Morrill Acts. It gave
the institutions themselves power in relation to the state governments, as seen
in the Dartmouth College case and the Hatch Act, and gave students power in

relation to their institutions, as in the GI Bill and the Education Amendments
of 1972.

CURRENT EXPANSION OF FEDERAL INTERVENTIONS

From the early land-grant, to speculators encouraging scttlement in the North-
west Territories, to the latest Pell grants for necedy students, the federal
government’s central policy has been to expand and extend access to higher
education more and more widely throughout the society. And since the second
World War the federal government, with an expressed interest in the economic
and military strength of the naticn, has been the major source of support of both
basic and applied research in the universities. These commitments of funds,
directly to researchers and students, are still the largest and miost visible forms
of federal involvement in American higher education, the extent of which is
sketched above. There is also the substantial buot largely hidden subsidy pro-
vided by the federal government (and most state governrments as well) through
provision in the tax code for full deduction for income tax puiposes of contri-
butions to institutions of higher education (along with most other kinds of
nonprofit “charitable” institutions). A fusther subsidy in the tax code gives
parents a dependent’s exemption for chiidren who are full-time college or
university students for whom they provide more than half the support.

In the past three decadcs the federal government has extended its interest in
higher education in ways that reflect the central role that this institution now
plays in Arnerican society and the economy. Some of these further interventions
refleci the hugely increased size of the federal role in support for research since
the end of World War 1. The federal government’s decisions about how to
allocate its rescarch support funds now affect the whole shape and direction of
American science. One set of issues centres around the competitive claims of
“big science” — such cnormous and expensive cnterprises as the
superconductor-supercollider, the plan to map the human genome, the launch-
ing of the Huhble telescope, and the exploration of space — and the ordinary
claims of university-based researchers doing studies on their own initiative
individually orin small teams. Big science is necessarily competitive with small
science for funds; but its decisions are each so expensive and consequential that
they inevitably bring political considerations {and pressures) into the heart of
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the scientific d-cisionmaking process. Efforts continue to be made to insulate
these decisions froni the most crass political forces, and to make them “on their
merits,” but these mechanisrus are strained by the traditions of state competition
for federal funds in Congress and the White House, the traditions of political
deals and pork-barrel legislation in a populist society.

Untii recently, the nature and administration of research overhead funds, paid
by the federal government as part of their grants and contracts with university
researchers, would have nicely illustrated my theme of the federal government’s
self-denying principle with respect to American higher education. These over-
heads, intended to reirburse the universities for the costs of maintaining the
research facilities in which the federally-funded scientific work was done, were
negotiated with the individual universities, public and private. and then very
loosely monitored, in ways that suggested that government funders of research
were primarily interested in supporting the infrastructures of research without
trying to manage them. The recent embarrassing revelations of inappropriate
and (in part) illegal charges for overhead costs at Starford threaten to change
this older, looser relationship between the universities and their federal funding
agencies, not just for Stanford but for the whole universe of research universi-
ties.>® The case has also brought committees of Congress (and their staff
members) directly into the overtead picture. To a considerable degree, the
frecdom of American colleges and universities from the kind of close govern-
mental oversighi familiar in other societies has been based on a relatively high
degre= of trust on the part of American society (and its governmental institu-
tions) in higher education. If that trust is eroded through such scandals as at
Stanford, the autonomy of the universities may be similarly eroded. It is too
early to tell the effects of this event on the larger question of the relations of
higher education with agencies of the federal government.

Some observers of federally-funded research believe that we may already
bave reached the point of no return. In an cditorial in Scienco, Philip Abelson
observes that

A purticelarly dismaying feature of the government-university interface is trat
relationships continue on a long-term course of evolving deterioration. In the early
days after World War I1, there was a high degree of mutual trust and an absence
of burcaucratic requirement. Scieatists had freedom to formulate and conduct their
vrograms of research. Later the bureaucrats took over and placed emphasis on
project research with highly detailed budgets and detailed rescarch proposals.
That, of course, is the road to pedesirian rescarch.™!

And he cites the proliferation of administrative requirements and reguiatons
as a scrious ¢rag on the freedom ard quality of scientific work in the universi-
ties.

In recent decades the federal government — indeed all three branches —
have become insreasingly active in connection with its interest in the protection
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of the civil rights of citizens, most notably in relation to possible forms of
discrimination against racial and ethnic minorities, women and other vulnerable

groups in American colleges and universities. These activities, affecting such

issues as the confidentiality of academic personnel files, the moritoring of

student admissions and faculty appointment and promotion practices, the pro-

tection of human subjects in scientific research, and many rules and regulations

governing federally funded research, have by-passed state agencies and brought

the federa) government directly into the daily life of the colleges and universi~
ties.

These developments are at odds with the pattern of federal support without
the exercise of substantial directive power that I have suggested has been the
historical relation of the federal government to American higher education. One
can see those developments as dramatic but limited to changes in policy, leaving
issues of basic character and mission of American colleges and universities to
their own governing boards and state authorities. Others may see these devel-
opments and tendencies as marking a sharp change in the character and direc-
tion of federal policy in the realm of higher education, associated with the
federal government’s increased role as protector of civil rights (which definition
has been broadened by federal courts in recent decades), and also with the sheer

growth in the size, cost, and national importance of the education, training and
research done in American universities and colleges. It remains to be seen
whether a decline in public trust in the institutions of higher education, or
government’s legitimate interest ix the defense of equal rights for all citizens,
will lead to fundamental changes in what has been a unique and fruitful
three-cornered relationship between American colleges and universities and
their state and federal governments.
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Higher Education in Federal Systems:
Australia

Robert H.T. Smith and Fiona Wood

AUSTRALIAN FEDERALISM

Federation occurred in 1901, and the resulting federal system in Australia
operates at three levels — Commonwealth, state and local government. Each
level of government is meant to have distinct responsibilities, with those areas
perceived to be of national imporiance (e.g., defence and foreign affairs)
designated as Commonwealth functions. While on the face of it this seems to
be a reasonable arrangement, increasingly the states question it and argue that
the Commonwealth has intervened in aress that are properly considered to be
state responsibilities. Such intervention is claimed to result in substantial
inefficiencies because of overlap or duplication of effort. The lack of *harmony
and consistency in the structure of Commonwealth/state regulation” has itself
been the focus of a recent policy discussion paper by the Economic Planning
Advisory Council,} and a review of the relations and distribution of functions
between the Commonwealth and the states was foreshadowed in that document.

This blurring of responsibilitics between the two levels of government —
state and federal — is by no means peculiar to Australia. However, in Australia,
we would argue that in the last few years (and certainly through the 1980s) there
has been a deliberate move from “soft federalism” to “hard federalism,” in
which the federal government has adopted a far more assertive posture thar in
the past. One reason for this is the Commonwcalth’s assessment of Australia’s
economic problems. In particular. ii relates to the nexus between the technology
base, export earnings, and intellectual skills (or the knowledge base). This is
crucial for any modern nation, but especially for Australia with its unique set
of problems related to a softening of the export earnings base and a manufac-
turing sector persistently in deficit. The creative exploitation of this nexus
presents a formidable challenge, involving as it does education and training;
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retraining; research; improved technology transfer; the development of scien-
tific and technological skills; and an improved international outlook, including
an understanding of Asian, Pacific and European cultures, markets and econo-
mies. Nowhere is the challenge — and opportunity — greater than in the higher
education system, because it is in it that much of the research and development
capacity of Australia is to be found. And research and development is the
activity through which the nexus may be exploited most effectively.

Given this context, it should be no surprise that change and adjustment were
the imperatives of the 1980s, and continue to be the imperatives of the 1990s.
They flow from the massive program of restructuring involving deregulation
and microeconomic reform embarked upon by the federal government since
1983: restructuring of the public service; of the financial markets; of social
security arrangements; of industry; of communications, shipping and transport;
of industrial awards; and of education. The general rationale for this agenda is
a conviction that there is an urgent need to position Australia to survive and
thrive in the twenty-first century.

Higher education has been the subject of an array of policy initiatives taken
by the federal government (despite the fact that the vast majority of institutions
operate under state statutes). This is understandable, given t+z fact that since
the early 1970s the federal government has provided complete funding for
higher education {this commitment being coupled with thz abolition of tuition
fees). Such funds are transferred to the states under the terms of section 96 of
the Constitution.?

96. During a period of ten years after the establishment of the Commonwealth
and thereafter until the Parliament otherwise provides, the Parliament may grant
financial assistance to any State on such terms and conditions as the Parliament
thinks fit.

In Australia, therefore, there is no question about whether higher education is
on the public policy agenda — it is. The release of the Green? and White* Papers
in December 1987 and July 1988, respectively, attest to this. Having been
peripheral to public policy for so long,> the major debate conceming higher
education now is about whether the policy settings are correct. Questions are
raised frequently about whether it is appropriate for the federal government to
articulate such things as participation targets;® priority areas for undergraduate
and graduate enrolments; priority areas for research funding; the overall num-
ber of institutions (reflecting a desire to decrease the number of autonomous
small institutions); appropriate features of industrial awards; and many other
matters.

Despite the ongoing debate over the respective roles of the federal and state
governments in the higher education sector, Australian higher cducation began
the 1990s with new program advisory and delivery arrangements; a unified
national system of higher education institutions (replacing the former binary



PAFullToxt Provided by ERIC

Australia

system in which there had been both universities and colleges of advanced
education); an identification of system and institutional management and gov-
ernance as a priority area; new funding and administrative arrangements for
research; and a user contribution approach to funding higher education. Such
policy changes reflect a determination on the part of the Commonwealth that
the higher education sector be more accountable for the funding it receives
under section 96 of the Constituticn. They may also be interpreted as reflecting
a deliberate move from “soft federalism” to “hard federalism.”

FEDERALISM AND HIGHER EDUCATION

The move from an elite t¢c a mass system of higher education in Australia is
essentially a post-World War II phenomenon. It is reflected in the deveiopment
of higher education institutions from a small number of relatively isolated,
largely autonomous and state-funded colonial institutions, peripheral to the
central concerns of a pioneering society, to a national system funded and
coordinated by the federal government and linked directly to the nation’s
economic well-being. The factors prompting the federal government’s recent
interest in the planning and coordination of higher education include: the
increasing concern with access, equity and participation; the central importance
of educated and trained manpower to the economy; the number and variety of
publicly funded institutions involved in higher education; the wide range of
teaching and research undertaken; and the many different types of client groups
and modes of study. Clearly, the nation’s priorities in educational development
generally would not be satisfied by chance alone. In Australia, the federal
government’s use of its powers under section 96 of the Constitution, and the
inquiries of the Murray (1956), Martin (1964), Williams (1979) and Hudson
(1986) committees (all federal-level enquiries) attest to the increasing concern
by the Commonwealth since World War II to establish a national policy for
higher education.’

A striking anomaly in Australian higher education is that, with the exception
of the Australian National University and the University of Canberra, the states
have the legislative responsibility for higher education, while financial respon-
sibility (at least since 1974) rests with the Commonwealth. This situation
inevitably creates real tension in the dialogue between these two levels of
government;® between institutions and either lé -el of government; and inevita-
bly between institutions. The division of powers has also complicated efforts
to plan for the higher education sector, with regulation until 1987 being carricd
out by a number of federal and state commissions and boards.

During the 1960s and 1970s there were moves by the states to coordinate
their higher education institutions. For example, in New South Wales, the
Highcr Education Authority and boards for universities and advanced education

oy
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created in 1969 were replaced by a Higher Education Board in 1975. Western
Australia created a Tertiary Education Commission in 1970, and replaced it with
a Postsecondary Education Commission in 1976. While similar initiatives were
taken by the other states, there was only limited coordination in higher educa-
tion matters between states.

Despite the different types of federal and state control of higher education,
the universities were not as closely regulated in their activitics as the colleges
of advanced education. For example, in relation to the colleges, each state had
a coordinating board which limited the powers of the colleges’ governing
councils. State boards also had the power to determine appointments, budgets,
course approvals, awards (i.e., degrees); and nomenclature. However, with the
dismantling of the binary system in 1988, the federal government effectively
“eliminated the major role of the state boards in the policy and administration
of the advanced education sector.”

In its efforts to coordinate higher education, the federal government este*-
lished the Australian Universities Commission (AUC) in 1959 (as recom-
mznded by the Murray Committee). In 1971, it established the Commission on
Advanced Education (CAE) to advise on the amount and distribution of finan-
cial grants made under section 96 of the Constitution. The distinctive roles of
these two bodies were never quite clear and, while they were required to consult
with each other, there was no mechanism to ensure that they coordinated their
plans.!0 In 1977 the federal government achieved greater control and coordi-
nation of highereducation by amalgamating the separate statutory commissions
for universities, colleges of advanced education, and Technical and Further
Education (TAFE) into a single commission: the Commonwealth Tertiary
Education Commission (CTEC). While the CTEC comprised separate commis-
sioners and councils for each of the three sectors under the leadership of a
commission chairman, it was not until 1986 that CTEC’s powers were strength-
ened by making the three councils advisory rather than funding bodies.

In 1988, there was a major change in the nature and composition of the
federal portfolio with which higher education institutions interact. The CTEC,
the buffer between the higher education institutions and government was
disestablished and replaced by a new advisory body — the National Board of
Employment, Education and Training (NBEET). The Department of Education
became the Department of Employment, Education and Training (DEET —
which also incorporated the employment and training components of the former
Department of Employment and Industrial Relations), reflecting a commitment
to a coordinated, integrated approach to policy development and articulation in
these areas. In addition, program delivery (now the responsibility of the De-
partment of Employment, Education and Training) was separated from program
and other policy advice — now the responsibility of the National Board of
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Employment, Education and Training and its subsidiary councils (as well as the
department).

There have been several explanations why CTEC was replaced. These
include: a move away in Australian public administration from autonomous
statutory authorities in order to ensure more direct government influence; the
increasing involvement of a number of government departments in the tertiary
education sphere which eroded the CTEC’s authority and resulted in im-
positions of unrealistic guidelines that the CTEC could not achieve; and the
undermining of CTEC operating procedures by the increasing incidence of the
states using their legislative responsibility for universities to confer university
status on a number of institutes of technology.!! (It is also worth noting that the
institutions themselves — universities and colleges — were not especially
supportive of the CTEC.)

The establishment of NBEET followed a review of portfolio advisory struc-
tures after the rcorganization of the Australian Public Service in mid-1987,
following the Labor Party’s return in the July clection. The Board which is a
statutory body and the priucipal advisory body to the minister, incorporates a
ne:her of “unctions of previous advisory bodies including the Commonwealth
Schools Commission, CTEC, the Australian Council for Employment and
Training, and the Australian Research Grants Scheme.

The NBEET has four subsidiary councils: the Schools Council; the Higher
Education Council; the Employment and Skills Formation Council; and the
Australian Rescarch Council (ARC). Membership of the Board and its councils
is drawn from the corporate scctor, unions, education and training providers,
and a variety of interested groups across the community. It is thus a corporatist
body, and reflccts the pervasive influence of peak-bodies in consultative ar-
rangements.

The Board, which both responds to references from the minister and provides
advice on policy issues on its own motion, coordinates the independent and
expert advice of its councils. Its reports to the minister, whether in response to
his reference or on its own motion, are tabled in the Commonwealth Parliament.
The Board is intended to provide an integrated approach to employment,
cducation, training, and rescarch, ensuring that policy issucs are considered in
the context of the federal government’s broad social, economic and resource
prioritics. The Commonwealth consults with the states through Joint Planning
Committees (especially on higher education matters) and the Common-
wealth/State Consultative Committce. However, where the states place de-
mands on the Commonwealth that exceed the available level of resources, the
final allocation is based on a (federal) judgement of that which best serves the
system as a whole. This inevitably creates tensions between the two levels of

governments requiring bilateral discussions outside the Joint Planning Commit-
tee process.
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It is at this point that a significant implication of the new policy environment
should be identified. Thz mandate of the former CTEC could be taken as
follows: it shall report independently and may advise the Minister. In contrast,
the mandate of the successor body, NBEET (and its councils), is that it shall
respond to the minister’s formal references and may pursue matters on its own
motion, provided that this latter activity does not compromise its ability to
respond to the minister’s references. This subtle change in discretionary and
obligatory activity has become the symbol of the change from “soft federalism”
to “hard federalism.”

THE DEVELOPMENT, ORGANIZATION AND MANAGEMENT
OF HIGHER EDUCATION

In comparison with the United States and Canada, the development of univer-
sity education in Australia was very slow (Table 1). The first universities of
Sydney and Melbourne were established in the mid-1850s, but it was not until
the early twentieth century that each state had its own university. This relatively
slow development reflected the prevailing economic conditions, relatively
sparse populations, and low secondary education retention rates from coloni-
zation to World War II. The universities established during this period were all
secular in origin with academic traditions predominantly British, and depended
for their growth on state government funding.

University education developed rapidly in Australia after World War I when
student enrolments increased substantially, a trend that has continued through
to this decade. Graduate work and research also became more prominent in
universities after the war and American influences began to supplant the British.
The PhD was introduced soon after World War 11, and in 1989 almost 31,000
students were enrolled in higher degree programs.!2 From 1946-75 the number
of universities more than trebled, and in 1946 the Commonwealth established
a primarily research university — the Australian National University — in
Canberra. However, it is debatable whether this growth in higher education in
Australia after World War II would have been so dramatic if the states had had
to assume the main responsibility for its financing.

A major structural change to the organization, funding and delivery of higher
education was introduced in 1988 with the rcleasc of Higher Education: A
Policy Statement (the White Paper). The binary system of universities and other
institutions of higher education was abolished and was replaced with a unified
national system in which differential funding of universitics and colleges was
to be phased out. The new system would comprise fewer and larger institutions
{brought about by amalgamations of the 66 separatc higher education institu-
tions), which received granis on the basis of agreed “educational profil~s.” The
unified national system was intended to achieve greater efficiency and

R
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Table 1: Pre-unified National System Universities

University/State Year established
PRE-WORLD WAR II Sydney (NSW) 1850
Melbourne (VIC) 1853
Adelaide (SA) 1874
Tasmania (TAS) 1890
Queen-land (QLD) 1910
Western Avctralia (WA) 1913
POST-WORLD WAR 1l ANU (ACT) 1946
New South Wales (NSW) 1949
New England (NSW) 1954
Monash (VIC) 1958
La Trobe (VIC) 1964
Macquarie (NSW) 1964
Flinders (SA) 1965
Newcastle (NSW) 1965
James Cook (QLD) 1970
Griffith (QLD) 1971
Murdoch (WA) 1973
Deakin (VIC) 1974
Wollongong (NSW) 1975

cffectivencss in the delivery of higher education through reduced unit costs in
teaching, to improve credit transfer and rationalization of external studies (no
fewer than 45 institutions offered degree programs by external study); to
increase substantially the number of student places and the output of graduates;
1o cnable institutions from the former advanced education sector to compete
more effectively for Commonwealth research funds: and to promote greater
diversity in higher education. Institutions were also encouraged to be more
entrepreacurial in securing funding from sources other than the federal govern-
ment, hence there is now a strong emphasis on the establishment of links with
industry both in terms of rescarch and the provision of courses.
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Membership of the unified national system required institutions to satisfy a
minimum size criterion of 2,000 equivalent full-time student units (EFTSU).
The qualifying size for a broad teaching profile and financial support for a few
fields of research was 5,000, while 8,000 was the benchmark for financial
support for a wide range of research activities as well as teaching. When the
White Paper was issued in 1988, there were 21 universities and 45 colleges of
advanced education (CAEs). Of these 66 institutions, 23 had fewer than 2,000
EFTSU, and a further 23 had between 2,000 and 5,000. Of the remaining 20,
ten had between 5,000 and 8,000, and ten had more than 8,000. Of the 21
universities, 12 had fewer than 8,000 (eight of the 12 had fewer than 5000).
Although some amalgamation negotiations are still in progress (mainly in
Victoria) it is expected that the higher education system will stabilize around
35 public universities, which would be just over half the number of the 1988
institutions (see Appendix). Universities in the 1990s continue for the most part
to be secular and federally funded, and there are only three private universities
in Australia.

There are several dimensions of governance in Australian public universities.
First, there is the “supreme” level of authority, normally vested in a council or
senate — or, as in several of the new and revised Acts in New South Wales, a
Board of Governors. To a greater or lesser extent, governing bodies have overall
responsibility for financial, legal, property, staffing and academic matters. In
fact, many of these areas effectively are delegated, although the board/council/
senate does formally resolve upon recommendations. While it may not be
explicitly provided, the academic governance of the university is the primary
responsibility of the senior academic body, so that there may be a de facto
bicameral system. Thus, while the ultimate locus of authority and respor.sibility
is the council, senate or board of governors, the senior academic body and the
academic units (faculties, departments, schools, centres} are especially influ-
ential in the development and administration of academic policy and in deter-
mining the content, organization ~.nd delivery of academic programs and in the
assessment of students’ performance in those programs.

The model of the Vice-Chancellor as the Chief Executive Officer (CEO) who,
as a member of the governing body, has day-to-day responsibility for the
leadership and management of the institution, is increasingly the case. Just as
the Vice-Chancellor has become more of a CEQ, so faculty or school deans are
less frequently elected and more typically appointed, and carry substantial
resource, budget and personnel responsibility. In some institutions the dean also
has the responsibility of chairing the faculty or school, and there can be a
delicate balance between faculty advocacy and the promotion of university-
wide views.

Three features of university governing bodies in Australia have implications
for accountability: their size, role and composition. Although the White Paper
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proposed that an appropriate size for governing bodies was 10-15 members, this
has not been achieved anywhere, although the New South Wales government
revised its University Acts to reduce the size to around 20 members.

In all universities, the Chancellor (who may be drawn from outside the
governing body) chairs the meetings and also acts in a ceremonial capacity.
Members of governing bodies arrive there by election, by appointment, as
ex-officio members, and (sometimes) by co-option. In most institutions, exter-
nal members are in the majority — this is an important accountability criterion.
In the new multi-campus and network universities in New South Wales, some
campus and network members also have an advisory council, whose function

is to advise the campus principal, the Vice-Chancellor and the Board of
Governors.

Just how the higher education system — and, in particular, universities —
will alter as the unified national system consolidates will not be known for some
time. In the past, universities were funded as institutions, whereas the colleges
of advanced education were funded for collections of agreed programs. In the
unified national system all institutions are to be funded on the basis of approved
“educational profiles.” The universities had a tradition of autonomy and colle-
giality reflected in strong academic boards, whereas the colleges of advanced
education, which were not legally autonomous, had a tradition of strong line
management. Under the unified national system, governing bodies of universi-
ties are expected to delegate responsibility and authority to their chief executive
officers to implement agreements with the Commonwealth; provide “strong
managerial modes of operation,” and to streamline decisionmaking (thus min-
imizing delays between making and implementing decisions that were thought
1o occur where there were strong collegial traditions). ‘

In the mid-1970s the then-president of the Federation of Australian Univer-
sity Staff Association claimed that the universities (with the exception of the
Australian National University), were “historically, legally and emotionally
tied to the States.”!3 Whether the universities, now members of the unified
nationl system, experience any conflict in reconciling bot™ federal and state
influeaces in the development of higher education remains to be seen. What is
known is that a number of sta.e governments are providing substantial funding

for their higher education institutions in addition to that provided by the
Commonwealth.

FINANCING HIGHER EDUCATION

Onc of the major policy challenges for governments in Western countries in
managing their higher cducation systems has been getting the appropriate
balance between the needs of funding, planning, coordination and accountabil-
ity on the one hand, and the nced for institutional autonomy and appropriate
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discretion in setting their own goals and managing their affairs on the other,
Two broad policy strategies have been prominent over the last two decades:
first, the use of greater government planning and control through the application
of “stringent regulations™ and tightened budget allocations; and second, the
“stepping back” by governments from detailed centralized control by encour-
aging higher education institutions to be more autonomous, self-regulating and
market orientated in their operations, but within an overall framework of
government priorities.!4

The attractiveness of the self-regulation strategy is that institutions are able
to:

obtain an autonomy relative to central government, but at the same time be forced
to go into the market in which they must seck sponsorship. They have the freedom
to compete for funds. This enlargement of institutional autonomy is assumed to
result in a better adjustment to changing societal conditions but at the same time,
governments still have to protect the interests of the “consumers” (i.c., students)
and formulate the “overall targets” of the higher education syslcm.l'

Until very recently, policy on higher education in Australia could be described
as following the first model. However, there is increasing evidence that the
federal government is moving more towards the self-regulatory model of higher
education management. The central question with both these models is how the
federal government’s perception of system management is realised. For both
strategies the answer is clearly through the use of finance as a lever for policy
impiementation.

Commonwealth financial assistance to universities was initially provided on
an ad hoc basis from the mid-1940s until the late 1950s. However, as a result
of an inquiry into university finances in 1956 (the Murray Report), the Com-
monwealth agreed to share responsibility with the states for financing the
university sector. Until 1973, the federal government matched state funding of
higher education by providing grants based on the formula of dollar for dollar
for capital expenditure; one Commonwealth dollar for every 1.85 dollars
provided by the states; and from fee revenue in the case of recurrent expendi-
ture. However, the states did not always take up the full Commonwealth
allocation and a considerable proportion of each state’s fee revenue came from
the Commonwealth government through its provision of Commonwealth u.i-
dergraduate and post-graduate scholarships. Other income for universities
included fees, endowments, donations and special grants. Similar provisions
existed for the colleges of advanced education. !9

From January 1974 the funding of universitics and colleges of advanced
education became a federal responsibility. However, the funds still came to the
institutions via state treasuries, albeit as section 96 transfers from the federal
government. Harman notes that once the Commonweaith assumed full financial
responsibility for universities “the interest of the states moved from concern
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with matching Commonwealth support towards a greater concern with the
overall level of financial support and with obtaining an adequate share of the
funds available for universities by the federal government.”!?

Many higher education systems, including Australia’s and Canada’s, are
almost totally dependent on government funding, thus making them vulnerable
to the “power of the purse.” While various Australian federal governments have
been able to influence substantially the shape and nature of the higher education
system over the past four decades'8 through section 96 transfers, recent exam-
ples have been quite explicit. These include the requirement for institutions to
join the unified- national system (in order to be eligible to receive triennial
funding), the criterion for which is size. Within the unified national system,
funding arrangements with individual institutions are developed on the basis of
output, quality and performance measures. Accountability for the resulting
funds is to be demonstrated via educational profiles, which give the government
considerable discretion to influence institutions in their decisions about areas
of teaching and research. They also provide opportunities for the discussion of
how they should manage their activities regarding credit transfer and equity
programs.

Since the release of the White Paper in 1988, recurrent funding has been on
a rolling triennial basis, with grants being allocated as a single block sum to
replace previous fragmented funding arrangements. In 1989, a National Priority
Reserve Fund was created by taking 1 percent “off-the-top” from the aggregate
grant to all higher education institutions. Commencing in 1988, there was a
progressive redirection of funds from the pre-1987 universities to the Australian
Research Council ($5 million” in 1988 with further amounts until it stabilizes
at $65 million) These funds are allocated on a competitive basis.

The allocation of resources to individual institutions occurs as a result of
consultations between officers of DEET, representatives of NBEET, state au-
thorities and higher education institutions. As a basis for the negotiation of
educational profiles for the 1991-93 triennium, institutions were asked to
provide documentation comprising data on actual and projected teaching activ-
ities, proposals for capital projects in 1993, a research management plan and
data on the resources directed to research, an equity plan and an Aboriginal
education strategy. Prior to the educational profile discussions with institutions,
meetings of the (Commonwealth/State) Joint Planning Committees are held,
the main purposc being to establish broad parameters for higher education
planning state by state. These take account of such matteis as demographic
projections, trends in school retention, and higher education participation.

* Note: Unless otherwise noted, all dollar ($) amounts shown in this chapter are for

Australian dollars.
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Table 2 below shows the federal resources available for the higher education
sector from 1990 to 1993.

The federal government has commissioned several discipline reviews, an
initiative that should be seen as part of its overall interest in the quality, content
and efficiency of higher education.!?

State ministers for education as a group have a vested interest in ensuring
that the articulation between schonls, TAFE, universities and other education
and training providers is appropriate to the economic and social needs of their
respective populations. Therefore, it is not surprising that a number of state
governments are involved in providing funding for their higher education
institutions. What is significant, however, is the amount of funding allocated.
For example, in Victoria the estimate of total state expenditure on higher
education in 1990 was $71 million ($293 million over the period 1985-90). In
1990, 3,000 nursing places and 600 places at the Victorian College of Agricul-
ture and Horticulture were funded directly. The Western Australian government
made grants to higher education totalling $13.7 million in 1989. In Queensland,
1,500 commencing undergraduate places were funded in 1990 at a total cost for
1989-90 to 1993-94 (i.e., including the “pipeline”) of $27 million. Substantial
funds are also allocated to other areas of the higher education system in

Table 2: Resources Available for Higher Education from 1990 to 1993*

1990 1991 1992 1993
$m 3m $m m

Total Operating Resources 3,229.0 3279.0  3,400.5 3,496.6
National Priority (Reserve) Fund** (29.0) (29.9) (30.9) (31.8)
Total Rescarch Programs 166.1 216.8 226.2 228.7
Capital Grants 174.3 212.5 2125 212.5

Evaluations & Investigations*** 1.0 1.0 1.0 1.0

Tetal Higher Education 3,570.4 3,705.3 3.840.2  3,938.8

*Adapted from Table 2.1 Resources Available for Higher Education from 199010 1993

DEET, Higher Education Funding for the 1991-93 Triennium, (Canberra: AGPS,
November 1990), p. 6.

**These amounts are part of the “Total Operating Resources™ figures.
**+*Provides funding for studies and rescarch projects to assist in cvaluating performance
and investigating issues of national importance in higher education.

iy
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Queensland. For example, nursing education has attracted a $33 million state
contribution for capital funding and $12.6 million for recurrent funding (1990-
91). Various Queensland government departments have also financed Chairs
and single research and training initiatives. The first stage of the state’s Opening
Learning Network commenced in 1989 with initial funding of $4 million for
1989-90 to 1990-91.

There are four specific initiatives regarding the new policy environment for
funding higher education to which attention should be drawn. They are formula
funding; the reintroduction of the principle of user pay; the Training Guarantee
Act; and the differential funding of individual academics for research and
teaching.

Formula funding of higher education institutions in Australia has not been
explicit, and the recent introduction of a Relative Funding Model is perhaps the
first public document of this kind. Its antecedents are to be found in the 1988
White Paper which foreshadowed a review of historical funding inequities. The
model, which was designed to be used on a once-only basis in 1990 at the
system-wide level, comprises separate teaching and research components.
Some of its main characteristics include the funding of similar disciplines at
simiiar levels irrespective of location, the treatment of research in the same way
regardless of institutional type, a 3 percent “tolerance band” around the line of
“best fit” between current operating grants and model allocatior..;, and relative
rather than needs-based costing.

The model does not prescribe how grants to institutions should be internally
allocated, nor is it intended to redistribute resources between the former binary
sectors. The adjustment process to move those “over-” or “under-funded”
institutions to within the tolerance band is being implemented over the 1991-93
triennium. The full effect of intake adjustments will not be evident for at least
four years. Adjustment packages generally comprise a mixture of grant and load
adjustments. Under-funded institutions will be given solely cash adjustments,
because substantial reductions in intakes are not an appropriate policy response.
(Cash adjustments will be made primarily from a $30 million fund cstablished
to assist in the introduction of the relative funding process). In 1991 these funds
will be supplemented from the National Priority Reserve Fund to ensure a
reasonable injection of funds for under-funded institutions in the first year of
adjustment.

The government has acknowledged that the funding model does not ade-
quately cater for the influence of institutional size; location, including function
* as a regional institution; and the number and natuie of different campuses. A
recent report by the Higher Education Council also drew attention to the
inappropriateness of using the relative success of an institution in attracting
grants from Commonwealth granting bodies in any long-term allocation of the
research quantum contained in the Model.20 It is well to note that the relative
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funding model clearly will not redress any problems resulting from the under-
funding of the higher education system generally.

A second feature of the new funding 2nvironment is the reintroduction of the
principle of user contribution or partial user pay, through the Higher Education
Contribution Scheme — otherwise known as HECS. Until the decision to
abolish tuition fees was taken in the euphoria of the early 1970s Whitlam era,
the funding of higher education was a federal and state responsibility, albeit
with a steadily increasing federal contribution. From 1974 until 1989, no tuition
fees were levied, and the entire funding responsibility for higher education
institutions was assumed by the federal government. A means-tested living and
other allowance scheme was introduced (the Tertiary Education Assistance
Scheme, or TEAS), which replaced the previous merit-based scheme of Com-
monwealth scholarships for undergraduates. However, the re-imposition of
tuition fees was never far off the political agenda during the last 15 years, and
in 1982 the then-coalition government (Liberal and National) unsuccessfully
moved to reintroduce tuition fees. In 1986, the federal Labor government
imposed an administration charge (as from 1987) of $250 per annum payable
by all students, both Australian and overseas, except those receiving AUS-
TUDY (the successor to TEAS). This was discontinued when, on 1 January
1989, the HECS or the “graduate tax” was introduced.

The origin of HECS lies in the Green Paper and in the report of the Committee
on Higher Education Funding (the Wran Committee)?! which was released in
April 1988. This committee investigated ways in which the government’s
objective of massively expanding the number of places in higher education
could be financed, and particularly how “a contribution from individual stu-
dents, former students and/or their parents” might be sought.22 The HECS
provides that students undertaking award courses are required to contribute to
the costs of their courses, either through an “up-front” payment or through a
special taxation levy recovered over a period of years when their income
reaches the level of average weekly earnings. For 1989, liability was assessed
at $1,800 per annum for a full-time student. Some 19,000 HECS liability
exemption scholarships have been provided for post-graduate research students
and school teachers upgrading their qualifications. It is important to note that
the students’ contribution is collected by the institutions on behalf of the federal
government rather than being received directly as income by the institution.
However, HECS contributions are paid to a trust fund, not to consolidated
revenue.

While the government’s authority to introduce this charge flowed unambig-
uously from section 96 of the Constitution, its determination to proceed against
the wishes of a considerable body of opinion — including, significantly, many

in the Labor Party itself — is further evidence of the emergence of “hard
federalism.”
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A third initiative, the Training Guarantee Act (1990), also resulted in part
from the Wran Committee Report. The Report emphasized the federal
government’s commitment to improve access to higher education for under-
represented groups and to raise the level of private sector spending on education
and training which was found to be well below that of Japan, the United States
and West Germany. Under this Act, employers — public and private sector —
with a payroli of at least $200,000 are required to spend at least 1 percent of
payroll on formal training. This legislation has provided an opportunity for
universities to broaden their scope of activities and client groups.

Finally, the funding of institutions and individual academic staff to perform
both teaching and research functions has also come under federal government
scrutiny. Despite numerous studies conducted over several decades, our under-
standing of the link between research and teaching in universities is far from
definitive. This crucial link is still more an article of faith than a demons:rated
relationship. Conclusive statements about the nature of the link — symbiotic,
neutral or conflict — and how the link is effective at the level of the individual
academic staff member, the discipline or undergraduate/post-graduate attivi-
ties, remain beyond our grasp. The role “scholarship” plays within teaching and
research is also unclear. However, with the declaration of the need for national
research priorities and of the competitive allocation of research funds “to those
institutions, rescarch groups, and individuals best able to make the most
effective use of them,”23 the federal government has placed the question of
whether there can be greater differentiation of function between academics and
institutions squarely on the higher education agenda. So far, the response of the
higher education community has centred on claims that such differentiation
may challenge traditional academic freedoms and may lead to a stratification
within and beiween universities. There are also claims from within the older
universities that the quality of teaching will be undermined if the nexus between
teaching and research is broken. For staff fron: the former advanced education
sector who, unlike their university colleagues, were not in institutions funded
for research, the question is whether they can and should seek involvement in
research within the unified national system.

STUDENT ACCESS AND MOBILITY

Each institution is required to satisfy annual commencing and total student load
targets established in the educational profile discussions, on the basis of which
the Commonwealth provides financial support. Student load is measured by
equivalent full-time student units (EFTSU) reflecting a weighting system.
Participation of pcrmanent Australian residents from the 17-64 year-old cohort
was 3.9 percent in 1989.24 The Higher Education Council of NBEET has
recommended that “a specific target be set for the higher education participation

13
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rate” and that “the participation rate in 1990 for the 17-64 year-old cohcrt (3.9
percent) be regarded as the base.” What this participation rate means as regards
specific age categoeries is not clear. However, the government anticipates that
the relative proportions of different categories of students participating in
higher education will alter significantly. In particular, the proportion of school
leavers is likely to aecrease (despite rising school retention ratcs) while the
proportion from nontraditional and disadvartaged groups, mature-age entrants
and international students will likely increase.

Of the 441,076 enrolments (including full-fee paying overseas students and
basic nurse education students — the latter largely state-funded) in higher
education in 1989, females accounted for just cver half (229,791). The repre-
sentation of the different age groups during 1989 was as follows: 19 and under
— 148,423; 20 10 24 - 126,654; 25 to 29 - 53,951; 30 and over — 112,038.2°
Full-time students comprise some 62 percent of total student numbers, and
external student numbers have increased by over 27 percent since 1983.26
Traditienally there has been little interstate movement of students at the under-
graduate level.

Current government policy on overseas students has been informed by the
reports of two committees of inquiry which were established in 1983 (both of
which reported in March 1984). The Jackson Committee?’ reported to the
Minister for Foreign Affairs on Australia’s overseas aid policy. The Goldring
Committee?® reported to the Minister for Immigration and Ethnic Affairs on a
“Review of Private Overseas Student Policy.” Although there were strong
similaritics in the recommendations contained in both reports, the Jackson
Committee’s recommendation that education should be treated as an expoit
industry in which institutions were to be encouraged to compete for students
and funds has had the greater impact on policy development regarding overseas
students.?? Some scholarships for overseas students were retained.

In 1990, government funding for overseas students was withdrawn in favour
of a program where all overseas students pay full fees but might be eligible for
a scholarship under the Equity and Merit Scholarship Scheme cr the Overseas
Postgraduate Research Awards. All institutions now appear to have recognized
the benefits accruing from overseas siudents (and FFPOS income as a source
of discretionary revenue). Many institutions are involved in recruiting overseas
students, primarily but not exclusively in South East Asia. The recent establish-
ment of the Australian Education Centres (under the auspices of the Interna-
tional Development Program of Australian Universities and Colleges — IDP)
promises to provide a vehicle for sensible coordination.

It should also be noted that the federal government has identified a number
of specific groups as being disadvantaged in their access to higher education
and through its 1990 policy document, A Fair Chance for All: Higher Educatio.




Australia 111

That's Within Everyone's Reach, requires institutions to develop equity plansin
their educational profiles.

PLANNING AND FUNDING OF RESEARCH?30

Australia’s research effort is at a severe scale disadvantage, especially when
compared with the United States and the United Kingdom. International re-
search is both a collaborative and a competitive enterprise and Australian
researchers have to be exceptionally creative and resourceful to compete.
Australia’s established reputation for high quality basic research no doubt
reflects these qualities. However, its capacity to allocate very large amounts of
money, people and time to a particular project is Jimited. And while Australia’s
research effort involves institutions and agencies other than universities and
colleges, the largest part of the nation’s basic research capacity is concentrated
iu higher education institutions.

A convenient perspective which highlights federal initiatives in the planning
and funding of research is chronologicl, and four periods can be recognised:
from 1850 to 1946, 1947 to 1964, 1965 to 1987, and 1988 to date. The first
period commenced with the establishment of The University of Sydney in 1856
(when inaugurated on 11 October 1952, the University had a staff of three
professors and 24 students!). Research was not a central activity of any state
university in this period; it was not expected of them and such public — almost
exclusively state — funds as were provided were, by and large, nct intended to
support research activity. Indeed, -esearch as an activity was not characteristic
of Australia as a nation until towards the end of this period. The Commonwealth
Scientific and Industrial Research Organisation (CSIRO)3! — a federal initia-
tive — carried the main research responsibility, along with industry. Another
federal ini